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MONDAY, MAY 11, 1953 


Hovse or RepreseNTATIVES, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Miuirary Operations SUBCOMMITTEE, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10 a. m., in room G-—53, 
in the Capitol, Hon. R. Walter Riehlman, chairman of the subcom- 
mittee, presiding. 

Present: R. Walter Riehlman, chairman of the subcommittee; 
Marguerite Stitt Church, Richard H. Poff, Chet Holifield, Frank 
Ikard, and Bill Lantaff. 

Also present: Paul J. Cotter, counsel, Michael P. Balwan, staff 
director, Robert Morris, assistant counsel, Lewis Lapham, staff mem- 
ber, and Ray Ward, staff director, Subcommittee on Intergovern- 
mental Relations. 

Mr. Rreutman. The quorum has not arrived but I think to expe- 
dite this a little bit in the matter of time I would like to read into the 
record a statement that I have. Prior to that I would like the record 
to show that Mr. Holifield and Mr. Poff and myself, members of the 
committee, are present, and also that Mr. Michael P. Balwan, director 
of the staff, Mr. Paul J. Cotter, chief counsel, and Robert Morris, 
assistant counsel, are present. Also present is Mr. Ray Ward, staff 
director of the Subcommittee on Intergovernmental Relations. We 
hope that he will participate in helping us develop the information 
that we are after today. Mr. Ward has had a long and extensive 
background on this subject and we are very happy that he could find 
time to be with us this morning. Also present is Mr. Lewis Lapham, 
staff member of this committee. 


PURPOSE OF THE HEARINGS 


This hearing is called for the purpose of hearing testimony on the 
organization of the military supply management program. This 
subcommittee’s interest in the military supply management program 
stems from a deep and serious concern about the manner in which 
the business phases of our military affairs have been handled. Re- 
peated exposures of waste, of poor organization, and of maladmin- 
istration have greatly disturbed this subcommittee. Although I can 
predict that the Congress will continue to make more exposures, our 
fear is in the possibility that these developments will create a gradual 
loss of confidence by our people in the military’s capacity for man- 
aging an efficient Government department in a period of cold war 
and burdensome high expenditures. 
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It is for this reason that this subcommittee proposes to review the 
policies and plans of the De pi irtment of Defense at the top-manage- 
ment levels. It wants to see what is being done to improve the organi- 
zational and administrative structure. 

a iring the 82d Congress the Bonner subcommittee conducted an 

itensive study of military supply management. One of the evi- 
dences of its efforts was exhibited in the Ju ly 17, 1951, directive of 
Secretary Lovett, which clarified and amplified the basic policies gov- 
erning the operation of the supply systems in the military depart- 
ments, and delineated more clearly the delegation of authority and 
assignment of responsibility to the Munitions Board, the Joint C hiefs 
of Staff and the military departments. Another evidence was in the 
form of the O’Mahoney amendment to the Defense Appropriation 
Act of 1953. This in turn resulted in Military Supply System Regu- 
lations 4000.8 and 4000.9 (and succeeding regulations), which are still 
in force and presumably continuing to be developed. 

In addition, the Congress has under consideration Reorganization 
Plan No. 6, which, it is our understanding, is based on the Rockefeller 
report. That plan, among its many objectives, is intended to bring 
about a reorganization for — ing sup yply management, 

Recently, I introduced H. 829, designed to give the Secretary 
of Defense additional ab oabont a improving military supply. I 
was pleased to see that the reorganization plan contains many of the 
same provisions as are contained in H. R. 4829. 

The government of our Nation by directives, although well intended, 
frequently degenerates into a government by good intentions. Many 
of our directives have taken the course of discarded New Year’s reso- 
lutions. We in Congress hope to see a change in the coming years 
through more effective administration which produces results. This 
subcommittee intends to oversee this problem until improvements are 
evident. 

This morning the main purpose and the things that we would like to 
develop are: 

To determine what steps have been taken by the Defense 
Department to improve military supply management. 

To determine what progress has been made to date. 

To find out what the administration position is, or will be, 
with respect to the existing supply system studies. 

To determine how a greater degree of coordination in sup- 
ply management is planned to be achieved under Reorganization 
Plan No. 6 

With that brief statement and outline of our objectives, I will ask 
Mr. Balwan, who is director of our staff, to call the first witness, and 
I think it is Mr. Houston. 

Mr. Barwan. Mr. Houston has a statement which he wants to give 
the subcommittee. 

Mr. Rreniman. I wonder if we could wait about 5 minutes and have 
the rest of the members of the subcommittee here. I think they are on 
the way. 

(A short. recess.) 

Mr. Rrentman. Let the record show that Mr. Ikard and Mr. Lan- 
taff are both present now. 

Mr. Houston, will you please identify yourself for the record and 
then proceed with your statement. 
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STATEMENT OF JOHN C. HOUSTON, JR., ACTING CHAIRMAN OF THE 
MUNITIONS BOARD; ACCOMPANIED BY REAR ADM. MORTON L. 
RING, SUPPLY CORPS, UNITED STATES NAVY, RETIRED, VICE 
CHAIRMAN FOR SUPPLY MANAGEMENT, MUNITIONS BOARD 
STAFF; AND RICHARD CHAPMAN, CHIEF OF SUPPLY OFFICE, 
OFFICE OF THE VICE CHAIRMAN FOR SUPPLY MANAGEMENT, 
MUNITIONS BOARD STAFF 


Mr. Houston. I am John C. Houston, Jr., acting chairman of the 
Munitions Board, Department of Defense. 

Mr. Chairman and gentlemen, I appreciate the opportunity to ap- 
pear before you this morning with members of my staff to discuss 
problems of improvement in supply management functions. In ac- 
cordance with the guidance of the committee staff, I have a brief pre- 
pared statement covering areas in which the committee has a par- 
ticular interest at the present time. 


ORGANIZATION FOR MILITARY SUPPLY MANAGEMENT 


As the committee is aware, the President has forwarded to the Con- 
gress Reorganization Plan No. 6 of 1953, which proposes a reorganiza- 
tion of the Department of Defense, particularly the functional activi- 
ties of the Office of the Secretary of Defense. Should the Congress 
permit this plan to become law, the functional area which has previ- 
ously been the responsibility of the Munitions Board will become the 
responsibility of an Assistant Secretary of Defense. While this plan 
is pending, it is my privilege to serve as acting chairman of the Muni- 
tions Board and carry forward the day-to-day work of the Office of 
the Secretary of Defense in the general areas of production, procure- 
ment, and distribution. 

In the proposed organization, as well as in the existing organi- 
zation, of the Office of the Secretary of on fense, there ap pears to be 
a definite need for a staff similar to that presently operating under 
the direction of the chairman of the Mu nitions Board to carry out 
the emnaes sibilities of the Secretary of Defense in this general area 
of materiel or logistics. The Rockefeller Committee on Department 
of Defense organization proposes for such an Assistant Secretary of 
Defense the duty of formulating overall policy and the supervision 
and review of programs in the fields of procurement, production plan- 
ning, distribution, transportation, stockpiling, and warehousing. This 
issistant secretary would have the responsibility, which the Munitions 
Board now has, for: 

(1) Appraising the feasibility of Joint Chiefs of Staff plans in 
terms of the availability of materials, end items, components, and 
supporting services. 

(2) Developing systems for production programing, pro- 
duction scheduling, and expediting. 

(3) Developing recommendations on requirements for strate- 
gic materials that should be stockpiled to meet military needs. 

(4) Developing policies and programs for the maintenance of 
industrial facilities required for the production of military end 
items and components in the event of mobilization. The catalog- 
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ing, standardization, inspection, and packaging programs would 

be continued under the direction of this assistant secretary. 
I have with me here today Rear Adm. M. L. Ring, who is vice 
chairman of the Munition pee for Supply Management and Mr. 


Richard Chapman, chie Off »of Supply, who are prepared to answer 


any quest ions Vou may have on ecifie det: ils of their activities. First, 
however, I would like to cover in brief some of the major problem 


area n the field of supply management. These are the areas in 
which the Munitions Board and its staff have worked in the past and 
in which that ageney cha ced with the veneré al logistics or material 


function for the Secretary of Defense will work in the future. 


O MAHONEY AMENDMENT 


Section 638 of the D: partment of Defense Appropriation Act for 
1953 provided specific regulatory authority for the Secretary of De- 


fense. The Secretary issued general regulations covering the major 
areas oF ss ipply Mai ivement ind then tT ued 1) l th er directives Fov- 


r 
erning the method of detailed regulation and de leg ating to members 
of his staff responsibility for the execution of this responsibility and 
a it! Ol ty. Ai aition: 1] . of course, aM jor nnuaeitd lity was Pp! laced 
upon the mil tary de spartn ents themse lve stostrive tow: ud the achieve- 
ment of the goals set by the Secretary’ s basic regulations. I would 
like to offer for the record copies of the basie di ‘ective, Lk e., 4000.8 
(originally issued September 5, 1952, and revised November 17, 1952) 
and the delegation of authority—4000.9. 
(The material to be inserted is as follows :) 


5 September 1952 
Number 4000.8 
MSSR 1 
DEPARTMENT OF DEFENSE DIRECTIVE 


Military Supply System Regulations 


Subject: Establishment of Basic Military Supply System Regulations 
I. PURPOSE 


purpose of this directive is to establish bas regulations designed to 
achieve an efficient and practical operation of an integrated supply system (in 
cluding procurement, production, warehousing, and distribution of supplies and 
equipment, and related supply functions) to meet the needs of the military 
Departments, without duplicating or overlapping of either operations or func- 
tions, in accordance with the provisions of section 638 of the Department of 
Defense Appropriations Act, 1953. 


II, SCOPE AND APPLICABILITY OF THE REGULATIONS 


On and after 8 September 1952, no officer or agency in or under the Depart- 
ment of Defense shall obligate any funds for procurement, production, ware- 
housing, distribution of supplies or equipment or related supply management 
functions, except in accordance with these regulations and further directives 
issued by the Secretary of Defense or an officer of this office under the title “Mili 
tary Supply System Regulations.” (See Section TV of this directive for method 
of effecting changes in existing regulations, procedures, and instructions and for 
interim effectiveness of existing regulations, directives, procedures, and instruc- 
tions until changed. ) 


III, GENERAL PRINCIPLES GOVERNING MILITARY SUPPLY-SYSTEM REGULATIONS 


In order to accomplish the purpose set forth in Section I, above, the following 
principles are hereby established from which deviations may be permitted only 
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by the officers of the Office of the Secretary of Defense charged with implementa- 
tion of these regulations. 


A. Procurement 

1, Procurement will be in accordance with procedures which include timely 
submission of consolidated requirements, the phasing of requirements, market 
analyses, phased placement of orders, and phased delivery schedules. 

2. Procurement procedures shall continue to be improved by such considera- 
tions as efforts to reduce contract preparation time, maximum use of definitive 
contracts, simplification and standardization of contract forms and accounting 
procedures within and between military Departments, improving the process of 
negotiation through standardizing procedures and instructions, and proper use 
of formal advertising and negotiation in the placement of contracts. 

3. Purchasing shall be done on the basis of close, accurate, and definite pricing 
to the greatest extent possible at the time of negotiation of contracts, in order 
to reduce the necessity for price redetermination and refunds under renego- 
tiation. Price-redetermination provisions shall generally provide for downward 
adjustments only. When upward price-redetermination provisions are used, a 
reasonable ceiling shall be included therein and the obligation set up shall reflect 
the ceiling price 

4. Price redetermination shall be conducted within the time period specified 
in contracts, and contracts shall be promptly modified to reflect resulting revi 
sions, in order to facilitate close pricing, to provide firm price information, and 
to avoid possible conflict with statutory renegotiation proceedings. 

5. Single procurement in the form of single-department, joint agency, or plant 
cognizance shall be effected wl i 
Department of Defense as a whole, except insofar as it can be demonstrated that 
such procurement will adversely affect military operations This principle will 
also apply to procurement from all government-owned plants, whether operated 
by the government or a contractor. 

6. In order to eliminate unnecessary handling, warehousing, and transporta- 


} 
' 


tion, direct deliveries from suppliers to points of use shall be made to the maxi 





enever it will result in net advantages to the 


mum extent possible, except in those specific cases where it can be demonstrated 
that there would be no net advantage to the Department of Defense as a 
whole. 
B. Commercial and industrial-type facilities 

1. Commercial and industrial-type facilities (including, among others, ware- 
houses, motor repair shops, bakeries, and laundries) operated by each of the 





military departments shall be made available to the maximum extent for the 
use of uny of the military departments Existing commercial and industrial 
tvpe facilities shall be surveyed to determine the need for their continued opera- 


tion and retention. Such facilities will not be continued in operation where the 


required needs can be effectively and economically served by existing facilities 
of any @epartment or where private commercial! facilities are available except 
to the extent that such private commercial facilities are not reasonably avail 
able or their use will be demonstrably more expensive or except where the opera- 
tion of such facilities is essential for training purposes No facilities, not in 





operation, shall be retained unless necessary for mobilization reserve. Cost- 
accounting methods will be employed to assist in formulation of decisions con- 
cerning cross-servicing, establishment, or continuance of such activities in or 
under the Department of Defense. 

"» 


2. Additional facilities of these types shall not be established or acquired by 
a military department unless the required needs cannot be effectively served by 
existing facilities of all the departments or by private commercial facilities 
Except in a zone of action (e. g., Korea), no such additional facilitic hall be 


established or acquired without prior approval of the Secretary of Defense. 
C. Distribution 

1. Within each military service (Army, Navy, Marine Corps, and Air Force) 
there shall be established and maintained but one single supply and inventory- 
control point for each specified category of items. The translation of established 
stock levels into quantitive terms and the determination of requirements will 
be achieved by the appropriate supply control point based upon information 
available to the control point, including accurate, timely, and complete reports 
from its supported activities. 

2. AS a minimum, all supply accounting at depot, post, camp, station, base, and 
installation levels will be developed to achieve integration and uniformity on a 
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quantitative and monetary basis, except for supplies and property with troop 
units and afloat, where periodic quantitative inventories only will be required. 
(In-transit stocks, government-owned stocks in hands of contractors or govern- 
ment industrial facilities, and stocks aboard supply ships and tenders will be 
considered as part of aggregate depot, post, camp, station, base, and installation 
stocks. ) 

3. Stock levels shall be established and maintained at the lowest practicable 
level. Such prescribed stock levels shall be uniform between military depart- 
ments where similar conditions exist. Effective controls will be established 
in all areas and at all levels to insure compliance with approved stock levels. 

4. Within unified commands, unified logistic arrangements for overseas 
theatres will be further developed. 

5. Each category of common-use standard-stock items will be procured, ware- 
housed, and distributed by not more than one agency within each military 
service (Army, Navy, Marine Corps, and Air Force). (The term “common-use 
standard-stock items” as used in these regulations includes items similar in 
character used by two or more departments or subdivisions thereof for the same 
or closely related purpose. Examples of such items or categories of items 
are: subsistence, medical and dental supplies, lumber, harware, fuels and 
lubricants, household and office type furniture and material, general housekeep- 
ing material, individual clothing and equipment, and vehicular spare parts.) 

6. Stocks of common-use standard-stock items will be financed through stock 
(revolving) funds. Special attention shall immediately be given to all categories 
of common-use standard-stock items including those listed in 5 above. 

7. Integrated supply support for common-use standard-stock items will be de- 
veloped. In areas within the United States and overseas, supply support will 
be accomplished by single-service assignment in which one department will 
support all others, or by cross-servicing in such areas in which supply support 
will be obtained by one department from the nearest or most economical source 
without regard to which department controls such source, unless it can be 
demonstrated that such support will adversely affect military operations or will 
not result in net advantages to the Department of Defense as a whole. 

D. Cataloging and standardization 

1. The cataloging and standardization programs will be vigorously expedited 
in accordance with the provisions of Public Law 456, 82d Congress. 

2. All supply items in the three military departments shall be described, iden- 
tified, classified, and numbered, in accordance with a uniform method for all 
categories of material. 

3. The uniform catalog data for each specified category of material shall be 
utilized in all supply operations from requirements calculation to final disposal, 
by replacing existing data in accordance with prescribed schedules. 

4. The highest practicable degree of standardization of items shall be achieved 
through the development and use of single specifications, through the elimination 
of overlapping and duplicating item specifications, and through the reduction of 
the number of sizes, kinds, and types of generally similar items. Procedures shall 
be developed to require the use of applicable standard specifications by all 
procurement agencies. 

5. Duplication in the inspection of material procured by the military de- 
partments will be eliminated by the coordination of inspection organizations 
and by the standardization of inspection formats. 

6. Packing, packaging, preservation and marking procedures in the three mili- 
tary departments will be made uniform, consistent with Gperational requirements, 
and wherever practicable will parallel those used in industry. 

7. Commercial specifications and standards, when practical and economical, 
will be adopted and integrated in the military specifications and standard 
systems. 

BE. Conservation 

1. The programs for renovation of economically reparable material will have 
as their objectives the maximum coordinated and timely utilization of such 
resources in lieu of new procurement. 

2. Supply discipline to encourage effective maintenance and preservation of 
equipment in use will be emphasized. Issue of materials from storage for train- 
ing and garrison purposes will be based upon maximum utilization of obsolescent 
and limited-life materials. 
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3. Programs will be established to eliminate or reduce use of strategic and 
critical materials. Within categories of materials, consideration shall be given 
not only to relative availability under current conditions but also under mobiliza- 
tion conditions; in the establishment of specifications and standards, including 
the use of alternate specifications and standards, less critical material of greater 
cost may be specified within reasonable price limitations. 


F. Utilization and disposal 


1. Programs will be established for the maximum utilization of property, in- 
cluding scrap, which will include continuous review of stocks to assure they are 
active, to determine which property is excess, to make maximum use of avail- 
able storage space, and to minimize maintenance and storage costs. 

2. Programs for utilization or disposal of government material and property 
will provide for continuous screening to make available the excess property 
of any one department to meet the needs of others. In order that adequate 
information may be available to other departments before bulk procurement is 
undertaken, an adequate and practicable reporting system will be established 
which will include reports to and from the appropriate supply control points of 
the existence of such excesses. 

3. Programs for handling scrap material will provide for the segregation and 
identification of strategic and critical materials. 


G. Transportation and traffic management 


1. The management, control, routing, negotiation, and procurement of trans- 
portation services for the movement of persons and things shall be accomplished 
in accordance with traffic management policies designed to achieve and assure 
efficient and economical traffic management. 

2. Transportation activities of the military departments in both current and 
mobilization planning aspects will be coordinated with those of the civilian 
economy through the appropriate agencies within the Department of Defense 
and the civilian agencies. 


H. Production 


1. Production programs for the military departments shall be realistic, orderly, 
and scheduled to meet phased requirements. Such programs shall be developed 
on the bases of the relative availabilities of facilities, materials, matériel, money, 
and manpower, the relative availability of each item in relation to all other 
items which are essential to its employment, and the feasibility of programmed 
rates of acquisition. Once the approved active forces are raised and modernized 
and current operating stocks and mobilization reserves (not in excess of those pro- 
vided in plans approved by the Secretary of Defense) are on hand, maximum 
feasible reliance will be placed on continuing expansible production rather than 
on the accumulation of reserve stocks of end items. Accordingly, the basic 
objective of the military procurement program will be to supply to the services 
the material and equipment required for the timely accomplishment of their 
respective missions. In doing so, procurement and delivery of all items must 
be scheduled in a carefully planned and balanced manner to meet the actual 
service needs. At all times the present and future productive capacity of industry 
must be given full consideration, and plans must, among other things, provide 
for the maintenance of production lines, and wherever possible, when computing 
requirements, take into account the rapid expansibility of these lines. 

2. In computing mobilization requirements, and in planning for production 
during mobilization, consideration shall be given to the availability of men, 
matériel, materials, and facilities (all expressed both in quantities and dollars), 
and the relative availability of each item to other items essential to its utiliza- 
tion, and to the feasible rate of acquisition. 

3. No funds shall be obligated for industrial mobilization activities except 
in full compliance with applicable legislation (currently Section 623, Public Law 
434, Slst Congress, approved October 29, 1949). 

4. Current production programs will be integrated to the maximum extent 
practicable with mobilization plans established under the “Production Allocation 
Program.” 

5. Relative urgencies between military programs and the system for deter- 
mining thein will be kept under continuous review. 

6. Maxiraum utilization will be made of reserves of machine tools and produce 
tion equiy ment before initiating procurement of such items. Machine tools 
should bt: procured to meet the requirements of current production and to 
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establish tooled production lines with such mobilization capacity as may be 
approved by the Secretary of Defense. The highest priority is to be given to 
the requirements for current production needs, and the second priority is to the 
machine tool requirements for approved mobilization capacity. 

7. Industry shall be encouraged to expand productive capacity through private 
financing. 

8. Government expansion of facilities will be undertaken only after consider- 
ation of available capacity of privately owned and government owned or operated 
facilities and when indicated by screened mobilization needs. 

I, Personnel and training 

1. Within each military department a definitive program will be established 
for the recruitment and training of competent military and civilian personnel 
to serve in the areas of procurement, production, warehousing, and distribution 
of supplies and equipment, and related supply management functions. Rota- 
tion, promotion, and assignment policies within each military department will be 
adapted to assure the most effective use of trained personnel within these areas, 
J. Requirements review 

l. In each military department there shall be established and maintained, 
responsible directly to the Secretary of the military department concerned, 
an office or agency charged with making an adequate and thorough audit and 
review of requirements for matériel, materials and facilities, including responsi 
bility for monitoring the development of the systems and methods for computing 
such requirements. 

K. Supply-system expansion prohibited 

1. Kffective on and after September 8, 1952, until modified by a directive issued 
by the Secretary of Defense, and regardless of any prior interdepartmental 
agreements, and without the necessity of any implementing directive described 
aph IV 1, below, no additional independent or expanded supply facili- 
ties for common-use standard-stock items of supply sball be created without 
prior approval by the Secretary of Defense. 





IV. IMPLEMENTATION 


1. Many of the foregoing principles are wholly or partially implemented by 
outstanding directives issued by the Secretary of Defense or by an office or 


agency of the Office of the Secretary of Defense. Such directives shall become 
a part of the Military Supply System Regulations when certified as in conform- 
ance with these regulations by the Secretary of Defense or such officer of his 
office as he shall designate. Other principles will require implementation by 
new or amended directives. The Secretary of Defense will issue instructions 
to the appropriate officers of his office to proceed promptly with such 
imple mentation 

2. The regulations, procedures, and instructions of the military departments 
will be progressively and promptly altered to reflect the changes made by each 
implementing directive provided for in paragraph 1 above as follows: the 
Secretaries of the military departments shall, as soon as may be after the 
issuance of each such directive, and in any event within the time specified in 
such directive, cause regulations, procedures, and instructions issued by them 
or their subordinates relevant to the portion of these regulations being imple- 
mented by such directive, to be revised to incorporate the substance of said 
portion of these regulations as implemented by such directive, and shall promptly 
submit to the Secretary of Defense for approval such revision to regulations, 
procedures, and instructions (other than those relating to particular trans- 
actions) issued by the head of any bureau, technical service (including for the 
Air Force, the Air Matériel Command), or equivalent or higher authority 
After making such changes, if any, in such revision as the Secretary of Defense 
or his designee may deem necessary to cause such revision to incorporate the 
substance of these regulations as aforesaid, the Secretary of Defense or his 
designee shall approve such revision and such revision shall become effective 
upon the effective date specified in such approval; and thereupon such revision 
shall become a part of the Military Supply System Regulations. 

3. Except as may be otherwise provided in any implementing directive pro- 
vided for in paragraph 1 above, all regulations, directives, procedures, and in- 
structions of the Office of the Secretary of Defense and of the military depart- 
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ments shall remain in full force and effect until changes therein become effective 
as provided above. 

4. Each officer of the Secretary of Defense responsible for taking action by way 
of implementation of these regulations shall maintain a record of major action 
taken by him. A similar record will be maintained by each military department, 
Monthly progress reports regarding the implementation of this directive and 
directives provided for in paragraph 1 above will be made to the Secretary 
of Defense by each such officer of the Office of the Secretary of Defense and by 
the Secretary of each military department beginning 30 days from the date of 
this directive. The reporting period will be changed to quarterly at a future 
date by a further directive of the Secretary of Defense 

Roprert A. Lovett, 


Secretary of Dre fense. 


17 November 1952 
Number 4000.8 
DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Basic Regulations for the Military Supply System. 
References: (a) Directive 4000.8, Establishment of Basie Military Supply 
System Regulations, 5 September 1952; 
(b) Directive 5025.3, Issuance of Military Supply System Regula- 
tions, 24 September 1952, 








I, PURPOSE 


This directive revises reference (a) to: (1) redefine the relationships between 
the Basie Regulations and other Department of Defense directives regulating 
supply management; and (2) prescribe improved methods and procedures for 
implementing the Basie Regulations. 

The Basic Regulations are designed to achieve an efficient and practical opera- 
tion of an integrated supply system (including procurement, production, ware- 
housing, and distribution of supplies and equipment, and related supply fune- 
tions) to meet the needs of the military departments, without duplicating or 


overlapping of either operations or functions, in accordance with the provisions 


of Section 638 of the Department of Defense Appropriations Act, 1953. 


II, SCOPE AND APPLICABILITY OF THE BASIC REGULATIONS 


A. Scope of the Basic Regulations 


The Basie Regulations set forth important and desirable objectives in the field 
ply which are to be implemented as fast as practicable, but they do not 
cover that whole field All Department of Defense directives which regulate 
supply are to be regarded as implementing Section 638 of the Department of 
Defense Appropriations Act of 1953, and/or any other applicable legal require- 
ents. Accordingly, the use of “MSSR No.’ and the subheading Military 
Supply System Regulations” will not appear on future Department of Defense 


directives, 





RB. Applicability of the Basic Requlations 
On and after 8 September 1952, no officer or agency in the Department of 
Defense shall obligate any funds for procurement, production, warehousing, dis 





tribution of su] pl es or equipme nt r related si pply management functions, in 
violation of these regulations or further directives issued by the S$ 

Defense or an officer of the Office of the Secretary Defense de ned to; ‘ 
an eflicient and practical operation of an integrated supply system. (See Section 
LV of this directive for method of effecting change h existing regulations, pro 


cedures and instructions and for interim effectiveness of existing regulations, 


directives, procedures, and instructions until changed. ) 
Iit. BASIC REGI ATIONS GOVERNING THE MILITARY SUPPLY SYSTEM 


In order to accomplish the purpose set forth in Section I above, the following 
principles are hereby established as Basic Regulations, from which deviations 
ay be permitted only by the officers of the Office of the Secretary of Defense 


charged with implementation of these regulations. 
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A, Procurement 


1. Procurement will be in accordance with procedures which include timely 
submission of consolidated requirements, the phasing of requirements, market 
analyses, phased placement of orders, and phased delivery schedules, 

2. Procurement procedures shall continue to be improved by such considera- 
tions as: efforts to reduce contract preparation time; maximum use of definitive 
contracts ; simplification and standardization of contract forms and accounting 
procedures within and between military departments; improving the process of 
negotiation through standardizing procedures and instructions; and proper use 
of formal advertising and negotiation in the placement of contracts. 

3. Purchasing shall be done on the basis of close, accurate and definite pricing 
to the greatest extent possible at the time of negotiation of contracts, in order to 
reduce the necessity for price redetermination and refunds under renegotiation. 
Price redetermination provisions shall generally provide for downward adjust- 
ments only. When upward price redetermination provisions are used, a reason- 
able ceiling shall be included therein and the obligation set up shall reflect the 
ceiling price. 

4. Price redetermination shall be conducted within the time period specified in 
contracts, and contracts shall be promptly modified to reflect resulting revisions, 
in order to facilitate close pricing, to provide firm price information, and to avoid 
possible conflict with statutory renegotiation proceedings. 

5. Single procurement in the form of single department, joint agency, or plant 
cognizance shall be effected whenever it will result in net advantages to the 
Department of Defense as a whole, except insofar as it can be demonstrated that 
such procurement will adversely affect military operations. This principle will 
also apply to procurement from all government-owned plants whether operated 
by the government or a contractor 

6. In order to eliminate unnecessary handling, warehousing, and transportation, 
direct deliveries from suppliers to points of use shall be made to the maximum 
extent possible, except in those specific cases where it can be demonstrated that 
there would be no net advantage to the Department of Defense as a whole. 


B. Commercial and industrial-type facilities 

1. Commercial and industrial-type facilities (including, among others, ware- 
houses, motor repair shops, bakeries, and launderies) operated by each of the 
military departments shall be made available to the maximum extent for the use 
of any of the military departments. Existing commercial and industrial-type 
facilities shall be surveyed to determine the need for their continued operation 
and retention. Such facilities will not be continued in operation where the re- 
quired needs can be effectively and economically served by existing facilities of 
any department or where private commercial facilities are available, except to the 
extent that such private commercial facilities are not reasonably available or 
their use will be demonstrably more expensive or except where the operation of 
such facilities is essential for training purposes. No facilities, not in operation, 
shall be retained unless necessary for mobilization reserve. Cost accounting 
methods will be employed to assist in formulation of decisions concerning Cross- 
servicing, establishment, of continuance of such activities in or under the Depart- 
ment of Defense 

2. Additional facilities of these types shall not be established or acquired by a 
military department unless the required needs cannot be effectively served by 
existing facilities of all of the departments or by private commercial facilities, 
Except in a zone of action (e. g., Korea). no such additional facilities shall be 
established or acquired without prior approval of the Secretary of Defense 
C. Distribution 

1. Within each military service (Army, Navy, Marine Corps, and Air Force) 
there shall be established and maintained but one single supply and inventory 
control point for each specified category of items. The translation of established 
stock levels into quantitative terms and the determination of requirements will 
be achieved by the appropriate supply control point based upon information avail- 
able to the control point, including accurate, timely, and complete reports from its 
supported activities. 

2. As a minimum, all supply accounting at depot, post, camp, station, base, and 
installation levels will be delevoped to achieve integration and uniformity on a 
quantitative and monetary basis, except for supplies and property with troop 
units and afloat, where periodic quantitative inventories only will be required. 
(In-transit stocks, government-owned stocks in hands of contractors or govern- 





MILITARY SUPPLY MANAGEMENT PROGRAM 11 


ment industrial facilities, and stocks aboard supply ships and tenders will be con- 
sidered as part of aggregate depot, post, camp, station, base, and installation 
stocks. ) 

3. Stock levels shall be established and maintained at the lowest practicable 
level. Such prescribed stock levels shall be uniform between military depart- 
ments where similar conditions exist. Effective controls will be established in all 
areas and at all levels to insure compliance with approved stock levels. 

4. Within unified commands, unified logistic arrangements for overseas thea 
ters will be further developed. 

5. Each category of Ccommon-use standard-stock items will be procured, ware- 
housed, and distributed by not more than one agency within each military 
service (Army, Navy, Marine Corps, and Air Force). (The term “common-use 
standard-stock items” as used in these regulations includes items similar in 
character used by two or more departments or subdivisions thereof for the same 
or closely related purpose. Examples of such items or categories of items are: 
subsistence, medical and dental supplies, lumber, hardware, fuels and lubricants, 
household and office type furniture and material, general housekeeping material, 
individual clothing and equipment, and vehicular spare parts.) 

6. Stocks of common-use standard-stock items will be financed through Stock 
(revolving) Funds. Special attention shall iinmediately be given to all categories 
of common-use standard-stock items including those listed in 5 above. 

7. Integrated supply support for common-use standard-stock items will be 
developed. In areus within the United States and overseas, supply support will 
be accomplished by single service assignment in which one department will 
support all others, or by cross-servicing in such areas in which supply support 
will be obtained by one department from the nearest or most economical source 
without regard to which department controls such source, unless it can be demon- 
strated that such support will adversely affect military operations or will not 
result in net advantages to the Department of Defense as a whole. 

D. Cataloying and standardization 

1. The cataloging and standardization programs will be vigorously expedited in 
accordance with the provisions of Public Law 436, 82d Congress. 

2. All supply items in the three military departments shall be described, identi- 
fied, classified, and numbered, in accordance with a uniform method for all 
eategories of material. 

3. The uniform catalog data for each specified category of material shall be 
utilized in all supply operations from requirements calculation to final disposal, 
by replacing existing data in accordance with prescribed schedules. 

4. The highest practicable degree of standardization of items shall be achieved 
through the development and use of single specifications, through the elimination 
of overlapping and duplicating item specifications, and through the reduction 
of the number of sizes, kinds, and types of generally similar items. Procedures 
shall be developed to require the use of applicable standard specifications by all 
procurement agencies. 

5. Duplication in the inspection of material procured by the military depart- 
meuts Will be eliminated by the coordination of inspection organizations and by 
the standardization of inspection formats. 

6. Packing, packaging, preservation and marking procedures in the three 
military departments will be made uniform, consistent with operational require- 
ments, and wherever practicable will parallel those used in industry. 

7. Commercial specifications and standards, when practical and economical, 
will be adopted and integrated in the military specifications and standard 
systems. 

Kk. Conservation 

1. The programs for renovation of economically reparable material will have 
as their objectives the maximum coordinated and timely utilization of such 
resources in lien of new procurement. 

2. Supply discipline to encourage effective maintenance and preservation of 
equipment in use will be emphasized. Issue of materials from storage for train- 
ing and garrison purposes will be based upon maximum utilization of obsolescent 
and limited-life materials. 

3. Programs will be established to eliminate or reduce uses of strategie and 
critical materials. Within categories of materials, consideration shall be given 
not only to relative availability under current conditions but also under mobili 
zation conditions; in the establishment of specifications and standards, including 


5 
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the use of alternate specifications and standards, less critical material of greater 
cost may be specified within reasonable price limitations. 


I’. Utilization and disposal 

1. Programs will be established for the maximum utilization of property, 
including serap, which will include continuous review of stocks to assure the) 
are active, to determine which property is excess, to make maximum use of 


je storage space, and to minimize maintenance and storage costs 





2 ams for utilization or disposal of government material and property 
will provide for continuous scree! ng to make available the excess property of any 
me department to meet the needs of others. In order that adequate information 


nents before bulk procurement is undertaken, 
ting system will be established which will in- 


clude reports to and from the appropriate supply control points of the existence 


mav be available to other depart 





in adequate and practicable req 


of such excesses 


3. Programs for handling scrap material will provide for the segregation and 


identification of strategic and critical materials. 
G. Transportation and trafic n wmement 
1. The managemen I uting, negotiat ind procurement of trans 
I servic t< the vemen ft pei s and things sha b accomp hed 
in ae lance with traffic management policies designed to achieve and assu 
efficient and economical traffic managemen 
2. Transportation activities of he military departments in both current and 
mobilization planning aspects w be coordinated with those of the civilian econ 


omy through the appropriate agencies within the Department of Defense and the 


civilian agencies. 





on 

1. Production pros for the military departments shall be realistic, orderly, 
nd scheduled to mee ed requirements. Such programs shall be developed 
on the bases of: the relative availabilities of facilities, materials, ma eriel, money 
npower ; the relative availability of each item in relation to all other items 

hic ire essential to its employment; and the feasibility of programed rates of 
acquis on. Once the app ed active forces are raised and modernized and cur- 
nt erating stocks and 1 b ‘ n reserves (not in excess of those provided 


plans approved by the Secretary of Defense) are on hand, maximum feasible 
reliance will be placed on continuing expansible production rather than on the 
tion of reserve stocks of end items. Accordingly, the basic objective of 

the military procurement program will be to supply to the services the material 
and equipment required for the timely accomplishment of their respective mis- 
ery of all items must be scheduled in a 
arefully planned and balanced manner to meet the actual service needs. At all 
the present and future productive capacity of industry must be given full 
sideration and plans must, among other things, provide for the maintenance 

of production nes, and wherever possible, when computing requirements, take 


into account the rapid expansibility of these lines 





sions. In doing so, procurement and d 


1 





2, In computing mobi ition requirements, and in plat ig for production dur- 
ing mobilization, consideration shall be given to the availability of men, materiel, 
materials, and facilities expressed both in quantities and dollars), and the 


item to other items essential to its utilization, and 
to the feasible rate of acquisition 


3. No funds shall be obligated for industrial mobilization activities except in 


relative availability of e: 








ill compliance with applicable le ition (currently Section 628, P. L, 434, 
Sist Congress, approved October 29, 1949). 
tf. Current production programs will be integrated to the maximum extent 
practicable with mobilization plans established under the “Production Allocation 
Py 9 yY 
Relative urgencies between military programs and the system for determin- 
ing them will be kept under continuous review. 


6. Maximum utilization will be made of reserves of machine tools and produc- 
ion equipment before initiating procurement of such items. Machine tools 
should be procured to meet the requirements of current production and to estab- 
sh tooled production lines with such mobilization capacity as may be approved 
by the Secretary of Defense. ‘The highest priority is to be given to the require- 
ments for current production needs, and the second priority is to the machine 
ol requirements for approved mobilization capacity. 
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7. Industry shall be encouraged to expand productive capacity through private 
financing. 

8. Government expansion of facilities will be undertaken only after considera- 
tion of available capacity of privately owned and government owned or operated 
facilities and when indicated by screened mobilization needs. 

I. Personnel and training 

1. Within each military department, a definitive program will be established 
for the recruitment and training of competent military and civilian personnel to 
serve in the areas of procurement, production, warehousing, and distribution of 
supplies and equipment, and related supply management functions. Rotation, 
promotion, and assignment policies within each military department will be 
adapted to assure the most effective use of trained personnel within these areas. 
J. Requirements review 

1. In each military department, there shall be established and maintained, 
responsible directly to the Secretary of the military department concerned, an 
office or agency charged with making an adequate and thorough audit and review 
of requirements for materiel, materials and facilities, including responsibility 
for monitoring the development of the systems and methods for computing such 
requirements. 





K. Supply system expansion prohibite d 





1. Effective on and after September 8, 1952, until modified by a directive issued 
by the Secretary of Defense, and regardless of any prior interdepartimental agree- 
ments, and without the necessity of any implementing directive described in 
paragraph IV I below, no additional independent or expanded supply facilities 
for common-use standard-stock items of supply shall be created without prior 
approval by the Secretary of Defense. 

IV. IMPLEMENTATION 
regulations implomente I by outstanding directives 
of the foregoing Basic Regulations are wholl r partially implemented 
ding directives issued by the Secretary of Defense or by an office or 
the Office of the Secretary of Defense Other Basie Regulations will 
iplementation by new or amended directives rhe Secretary of Defense 
vill issu instructions to designated officers of the Office of the secretary of 


Defense to proced with such implementation 
R I uplem ntation by tl military depe tn nts 


Che regulations, procedures and instructions of the military departments will 
be progressively and promptly altered to reflect the changes made by each direc- 





tive i ed by the Secretary of Defense or his designee which either implements 
the Regulations or otherwise regulates supply (hereinafter called “imple- 
menting directives’), as follows. ‘The Secretaries of the military departments 


shall, as soon as may be after the issuance of each implementing directive, and 
thin the time specified in such directive, cause regulations, pro- 
cedures and instructions issued by them or their subordinates to be revised to 

corporate the substance of such directive, and shall promptly submit to the of- 
ficer issuing such implementing directive for approval such revision to regula- 
tions, procedures and instructions (other than those relating to particular 
transactions) issued by the head of any bureau, technical service neluding for 
the Air Force, the Air Materiel Command), or equivalent or higher authority. 
After making such changes, if any, in such revision as such officer may deem 
necessary to cause such reVision to incorporate the substance of such imple- 
menting directive, such officer shall approve such revision, and such revision 
shall become effective upon the effective date specified in such approval. 
C. Other methods of ensuring ¢ ompl ance 

The method of ensuring compliance set forth in paragraph B above is subject 
to the qualification that implementing directives may prescribe other means of 
ensuring compliance in cases in which the officer issuing such implementin 
directive deems that prior approval of such revision by him is unnecessary fo 
effective implementation; provided that another effective method of ensu1 
compliance shall be prescribed in such implementing directive In enses where 
proper implementation by the military departments consists merely of forwarding 
ay h B abo e or 
other means of ensuring compliance under this paragraph C need be required: 


copies of the implementing directive, no approval under paragr 
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provided that a copy of the published change in the regulations, procedures or 
instructions of the military department shall be promptly furnished to the officer 
issuing the implementing directive. 
D. Improvements initiated by the military departments 

The foregoing provisions of this Section IV are not intended to prevent the 
military departments from initiating improvements in the military supply system 
which either implement, or are not inconsistent with, the Basic Regulations. 
Copies of such changes in the regulations, procedures and instructions effecting 
such improvements shall be promptly furnished to the appropriate officer of the 
Office of the Secretary of Defense. Such changes which implement the Basic 
Regulations to any substantial extent should be submitted to the appropriate 
officer of the Office of the Secretary of Defense for approval prior to their issuance. 
E.. Regulations continued in effect 

Except as may be otherwise provided in any implementing directive, all regula- 
tions, directives, procedures and instructions relating to procurement, production, 
warehousing, distribution of supplies or equipment, and related supply functions, 
originating within the Office of the Secretary of Defense or within the military 
departments, which were in effect on 8 September 1952, and those which are 
subsequently issued, and are not inconsistent with this directive or other direc- 
tives originating within the Office of the Secretary of Defense, shall remain in 
full force and effect until revised or changed as provided in this Section IV 


Vv. CANCELLATIONS 
References (a) and (b) are canceled. 
VI. EFFECTIVE DATE 


This directive is effective immediately. 
WILLIAM C, FOSTER, 
{cting Secretary of Defense. 
5 September 1952 
Number 4000.9 
MSSR 2 
DEPARTMENT OF DEFENSE DIRECTIVI 


Military Supply System Regulations 


Subject : Responsibilities for Implementing Basic Military Supply System Regu- 
lations 


I. PURPOSE 


The purpose of this directive is to provide for the allocation of responsibilities 
between the officers of the Office of the Secretary of Defense for the implementa- 
tion of the basic regulations issued by the Secretary of Defense pursuant to 
Section 638, Department of Defense Appropriation Act, 1953, in the form of 
Department of Defense Directive No. 4000.8 dated 5 September 1952 (herein- 
after called the Basic Regulations). 


Il, SCOPE AND APPLICABILITY 


This directive assigns the following responsibilities, and delegates the cor- 
responding authority, to the officers of the Office of the Secretary of Defense 
listed in paragraph III below: 

To certify as in conformity with the Basic Regulations such existing 
Office of the Secretary of Defense directives and regulations as in fact 
conform to the Basic Regulations ; 

To issue directives, regulations, and instructions implementing the Basic 
Regulations ; 

To review regulations, procedures, and instructions of the military de- 
partments to ensure that they incorporate the substance of the Basic 
Regulations and implementing directives, to specify dates for the sub- 
mission of revisions thereof, to approve and if necessary change such 
revisions, and to specify the effective dates of such revisions ; 

To establish programs and time schedules for actions required to carry 
out the Basic Regulations and implementing directives ; 
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To ensure coordination among the officers of the Office of the Secretary 
of Defense ; 
To report progress, and obstacles to progress, to the Secretary of Defense. 


lf. ALLOCATION OF RESPONSIBILITIES AND AUTHORITY 


The foregoing responsibilities and authority with respect to the various por- 
tions of Section III of the Basic Regulations are hereby allocated as follows: 
Subsection A, entitled Procurement, to the Chairman of the Munitions 
Board. 
Subsection B, entitled Commercial and Industrial-type Facilities, 
Paragraph 1, to the Chairman of the Munitions Board. 
Paragraph 2, to the Director of Installations. 
Subsection C, entitled Distribution, 
Paragraphs 1, 3, 4, 5, and 7 to the Chairman of the Munitions Board. 
Paragraphs 2 and 6 to the Assistant Secretary of Defense (Comp- 
troller). 
Subsection D, entitled Cataloging and Standardization, to the Director of 
Supply Management Agencies. 
Subsection E, entitled Conservation, to the Chairman of the Munitions 
Board. 
Subsection F, entitled Utilization and Disposal, to the Chairman of the 
Munitions Board. 
Subsection G, entitled Transportation and Trafic Management, 
Paragraph 1 to the Director of Military Traffic Service. 
Paragraph 2 to the Chairman of the Munitions Board. 
Subsection H, entitled Production, to the Chairman of the Munitions 
Board. 
Subsection I, entitled Personnel and Training, to the Assistant Secretary 
of Defense (Manpower and Personnel). 
Subsection J, entitled Requirements Review, implementation of this sub- 
section is reserved to the Secretary of Defense. 
Subsection K, entitled Supply System Paepansion Prohibition. Any relief 
from this subsection will be granted by the Secretary of Defense. 


IV. CERTAIN CONSIDERATIONS GOVERNING IMPLEMENTATION 


1. In implementing the Basic Regulations, consideration shall be given to the 
underlying general principle that the objective of any military supply system is 
to provide logistic support for combat operations. This principle means that 
the desire for peacetime economies shall not be permitted to impair combat 
effectiveness, but it does not mean that the principle may be used as an excuse 
to resist the adoption of economies which will not demonstrably impair combat 
effectiveness. 

2. It is obvious that the scope of the Basic Regulations is such that if imple- 
menting directives are issued too fast, or cover too much ground, the resulting 
workload on the military departments and on the Office of the Secretary of 
Defense will seriously interfere with current supply operations and will prob- 
ably result in confusion, Accordingly, implementing directives will be issued only 
so fast, and will cover only so much ground, as will permit of adequate prepara- 
tion for and orderly execution of the implementation prescribed by such 
directives 


Vv. COORDINATION 


The officers of the Office of the Secretary of Defense named in Section ITT, 
above, shall coordinate their actions under this directive with other officers and 
agencies of the Office of the Secretary of Defense having directly related responsi- 
bilities. To that end each such named officer shall designate one individual on 
his staff who shall be primarily responsible for assuring such coordination. In 
particular, in view of the peculiar relationship between the computation of re- 
quirements and scheduling of production on the one hand, the financing of and 
budgeting for such production on the other hand, the Chairman of the Munitions 
Soard and the Assistant Secretary of Defense (Comptroller) shall maintain the 
closest possible coordination in carrying out the provisions of this directive, and 
shall recommend changes in existing directives and procedures which will facili- 
tate the effective discharge of their mutual responsibilities. In cases where each 
of two officers has an important responsibility, the one designated in Section III 
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above may transfer to the other his responsibility to issue directives or other 
responsibilities, to the extent acceptable to the other. It is desirable that direc- 
tives which implement the Basic Regulations shall not have wide variations in 
approach and in the use of language and shall present no unsolved legal problems. 
Accordingly, each such directive shall, before issuance, be submitted to the Gen- 
eral Counsel, who shall promptly make such changes in form as may be necessary 
to eliminate any such wide variations, and proceed to resolve any legal problems. 
All officers of the Office of the Secretary of Defense shall bring to the attention 
of the Secretary without delay any area in which there is disagreemnet or oper- 
ating difficulty or failure to coordinate 
Rosert A, LOVETT, 
Secretary of Defense. 


SUPPLY SYSTEMS STUDIES PROJECTS 


One of the more important directives is the one establishing the 
Supply Systems Studies project, Department of Defense Directive 
4100.3. This directive required the Munitions Board staff, augmented 
by the loan of technicians by the military departments, to conduct ex- 
tensive studies of the systems of distr ibution for common-use items. 
A tentative list of 17 categories of supplies was established. Of these, 
working groups are presently active in the areas of subsistence, medi- 
cal, and automotive supply. These groups are re sponsible for detailed 
analysis in the field and in the headquarters for all phases of distri- 
bution, requirements, inventory control, budget, and transportation. 

The subsistence study was completed and distributed to the mili- 
tary departments for analysis and comment on February 17. Depart- 
mental comments are now due in the Munitions Board. 

The medical-dental study was submitted to the military depart- 
ments on March 6, 1953. Comments on this study also are now due 
in the Munitions Board. In the course of this study, a test was made 
at the Alameda Depot to determine the effect of combining two adja- 
cent depots serving the same area. This test and its results were in- 
corporated in the working group report. 

The automotive study will be completed during May. In this case, 
it is planned to omit the recommendations of the wor king group and 
request the military departments to devel lop solutions to deficiencies 
for Munitions Board approval, This move is intended to speed up the 
study and reduce the workload of the Munitions Board staff. 

l‘uture plans for similar studies are now being developed. The new 
plan calls for highlighting major deficiencies in distribution and 
related functions, and require military departments to develop coordi- 
nated solutions for consideration and ea ewanal of the Munitions 
Board. 

In connection with these supply systems studies, data from certain 
university studies of procurement methods were embodied in the 
supply systems studies where applicable. The university studies of 
procurement were as follows: 

Harvard University: Paint. 

University of Washington: Subsistence. 

Syracuse University: Medical. 

Stanford Research Institute: Construction, mining, and exca- 
vating equipment. 

University of Michigan: Tank-automotive. 








MILITARY SUPPLY MANAGEMENT PROGRAM 17 


STORAGE PROGRAM 


The storage program is being aimed at obtaining more effective use 
of present space by standardizing width of aisles, height of stocks, 
and similar techniques. This program includes reassignment of space 
between services to reduce demands for construction and rentals. It 
includes also a rewarehousing program designed to assure that only 
supplies requiring specialized space such as refrigeration occupy such 
space, that excess and salvage be removed from covered space wher 
ever receipts from procurement require covered space. All space so 
made available will be assigned among the military departments as 
needed. 


SURPLUS DISPOSAL 


The disposal function is aimed at speeding up screening and dis- 
posal. This program has as its objective a single, concurrent screen- 
ing place for all legitimate claimant agencies, and sale within a short 
period of time of items not picked up by claimants. Department of 
Defense Directive 4160.9 announced such a plan for certain soft goods 
in minor quantities. The effectiveness depends upon agreements with 
General Services Administration for a similar speedup program fo1 
all excess. There is no question but that many million square feet of 
storage space is occupied by excess property. The effectiveness of the 
storage program will depend largely upon success of the disposal plan 


STOCK MANAGEMENT 

In stock management, which includes stock or inventory control, 
and utilization the program is aimed at establishing criteria for mili- 
tary departmen ts ; use in determining which is excess and what can 
ms set off against requirements. It has as an objective, development 

f plans for insuring that using or claimant agencies pick up excess 
instead of procur ing. ‘These three functions are all related in a chain 
reaction: Storage, disposal, and stock management. 


COMMERCIAL AND INDUSTRIAL TYPE FACILITIES 


Another important program is that dealing with utilization of com 
mercial and industrial type facilities. The Office of the Director of 
Installations and Office of the Seci etary of Defense, The Comptroller, 
collaborate with the Munitions Board in this ac tivity. The milit: ry 
departments have been ; ubmitting r for review lists of proposed facili 
ties, these projects cover ing W irehousi S, repair shops, laundries »,baker- 
ies, box shops, and miscellaneous type facilities in the commercial and 
industrial fields req\ Iring clearances und r the provisions of Depart- 
ment of Defense Directive 4000.8. These proposals are reviewed and 
either approved or denied. These have been handled on a case-by- 
case basis; however, it 1s now plan ined to develop a program for the 
compre -+hensive review of all such facilities, both current and propose d. 
It is cor templated that the Munitions Board staff will provide the 
criteria and guidance to the military departments, the departments 
then making their own determinations as to the extent to which the Vy 
will be served by industry. This program should release considerable 
facilities for other purposes. The Munitions Board will allocate 
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such facilities to the department having greatest need. Cross-servic- 
ing will be required where appropriate. 

Mr. Renton. Do you have anything you would like to add to that, 
Mr. Houston ? 

Mr. Housron. No, sir. I think that is all I have in the way of a 
statement and I am sure that there were probably many questions 
which you gen tlemen ms iy Ww ish to ask either in rel: ition to this state- 


ment or to other matters that you have under consideration, and 
Admiral Ring, Mr. Ch: an. and I will do our best to answer them. 
If we do not have the answers here, we will try our best to vet them. 


Mr. Rreniman. Will ate proceed, Mr. Balwan. 


\LAMEDA MEDICAL PROJECT 


Mr. Banwan. I would like to proceed along the lines whereby we 
can develop the improvement and interest of the Office of the Secre- 
tary of Defense in supply management. Probably the best procedure 
is to look into a specific topic. Beginning with the July 17, 1951, 
directive of Secretary Lovett, which set out certain jobs to be done, 
one of which was ov \lameda project. Will you describe ag the sub- 
committee how the Alameda project started with the July 17, 1951, 
directive and bi ing us up to ake on that point. 

Mr. Hovusron. I think Admiral Ring has been closer to that since 
the inception and I think he is probably better qui alified to br ing you 
up to date on where it stands at the moment. 

Admiral Rrne. My name is Rear Adm. Morton L. Ring, Supply 
Corps, United States Navy, retired, Vice Chairman for Supply Man- 
agement, Munitions Board Staff. 

We started the Alameda project by trving to find out whether or 
not one depot could be selected which would serve as a useful test of 
single distribution assignments. We had several ways in which we 
could have approached the problem of distribution. We could have 
made an area assignment whereunder we might have given the east 
coast to the Navy, the center of the country to the Air Corps, and the 
west coast to the Army. We could have satisfied ourselves on the 
basis of cross-servic ing without specific geographic assignments, or 
we could have done what we did, which was to try to select one depot 
for the servicing of one complete area. 

We chose the Sixth Army area on the west coast principally because 
of the importance of that area and the fact that from this west coast 
depot we were servicing the — al requirements of the Army, Navy, 
and Air Force fighting in Korea. We have the whole Pacific area, 
the biggest area there is, a we had two very capable and effective 
depots, the Army depot at Alameda and the Navy depot, very close 
to the Army de pot. 

We established the criteria under which we wanted the Alameda 
depot to operate, and we put the plan into effect for what was known 
as a 6-month test. At the end of the test we evaluated the results 
and the results have been incorporated into the medical and dental 
supply systems study project. We regarded both the Syracuse Uni- 
versity study on procurement and the medical test as an inherent part 
of the medical and dental supply systems study project: The test 
was completed some time ago. The tests proved, certainly to my satis 
faction, that the Alameda depot did a good job and proved that it 








MILITARY SUPPLY MANAGEMENT PROGRAM 19 


was possible for I’ service to do the job for all 3 services in the Sixth 
Army area. I will say that I think it would have been possible for 
the Navy depot to do as good a job as the Army depot. We happened 
to se lect the Arn ny cle pot as the one to make the test. 

Mr. Lantarr. Is the Alameda operation still going on? 

Admiral Ring. We have not called it off. It is stiill going on because 
there was no sense In calling it off, even though there were those who 
would have us do it. We thought it was wiser to continue the opera- 
tion until final decision is reached as to what to do. It is an opera 
tion now, really, rather than a test. 

Mr. Lanrarr. Based upon the conclusions that you have reached, 
is it not logical to assume that instead of closing down the Alameda 
operation, that other areas throughout the country will be consoli- 
dated to operate as we are now operating in Alameda ? 

Admiral Ring. Possibly, Mr. Lantaff, and yet I think we could 
use the results of the Alameda operation to m: ake a single distribution 
assignment to one department. We could continue the Alameda 
operation on the geographic basis that I mentioned, or we could use 
the Alameda operation as a part of a single department. 

Mr. Lantrarr. When was the trial over for the Alameda operation ? 

Mr. CHarpman. About the 1st of March a year ago. 

Mr. Rrenuman. August 31, really. 

Mr. Lanrarr. 1952? 

Mr. CuHapMan. Yes, sir. 

Mr. Lantarr. That was 6 months ago. I am at a loss to under- 
stand when we have such a successful operation such as the Alameda 
operation proved to be, why in that 6 months’ period we have not 
moved faster to copy that operation throughout the United States and 
all other theaters of operations. 

Admiral Rina. In the main because of the fact that we were still 
working on a whole supply system study project, of which the distri- 
bution function of the Alameda project is only a part. De we want, 
for instance—these are questions that the committee might well ask: — 
do we want to continue the jointly staffed buying operation of the 
Armed Services Medical Procurment at Brook lvn, N. Y., or aaa | 
that be a single function ? 

Our judgment was that it was wiser not to disturb the Sixth Army 
Area operation which is the Alameda distribution test, but still not to 
use for final decision, particularly if we are cong to come up with a 
final decision which might give to the Army, the Navy, or the Air 
Force procurement responsibility. It would look rather silly for 
us to give single distribution responsibility to one Service if our judg- 
ment told us it would be better for us to assign procurement to another 
Service. 

Mr. Lantarr. Then in your opinion the Alameda operation estab- 
lished that economies could be effected and efficiency could be ob- 
tained by consolidating the warehousing and the distribution, is that 
correct ? 

(Admiral Rina. Yes, sit 

Mr. Lanrarr. And the only point that is left undetermined is which, 
if any, Service should be given the procurement assignments. But 
that determination would of itself not seem to me to be any reason why 
we could not go ahead with the consolidation of distribution, such as 
we have at Alameda. We only have to look at this map in front of 
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us to see the daily duplication in distribution and transportation and 
we also realize the fact that we have duplication In reserve stocks, and 
in levels of supply in all the warehouses. It seems to me we could 
make substantial savings by going ahead throughout all theaters and 
consolidating the distribution and the warehousing and then with 
reference to the determination as to whether or not one agency is to 
have a single Service assignment, let that determination come later 

Mr. Cuarpman. Might I comment on that? 

Mr. Rreutman. Would you please identify yourself fully for the 
record. 

Mr. Cuarman. My name is Richard Chapman, Chief of Supply 
Office, Office of the Vice Chairman for Supply Management, Muni- 
tions Board Staff. 


The pr yblem of distribut on at the distril ul tio! ! Holt at Alameda is 
only ‘ portion of B: The ownership of t he stock, the budgeting f rr 


the procurement of the stock. the common forms and the accounting 
aet uls have to be solved for the thre a parte if be fore you should 
vive a single Service assignment for processing at all depots. We had 
the problem of comingling the stock and the euiie under the 
present budget. 

Mr. RitniMan. Is that study under way ? 

Mr. Cuapman. Yes, s 

Mr. RreutmMan. How far has it progressed ¢ 

Mr. Cuarman. The study itself by the study group has been com- 
ple ted. It has been rev iews d by the three mil tary lepartme! ts, the 
OSD staff agencies that are affected by it, such as Budget, C omp- 
troller, the accounting field,and soon. The comments of the Servi 
are now in the process of evaluation with the exception of the ace 


comments which we expect to get momentarily. The study at the 
moment represents views, conclusions, and recommendations of the 
people who actually made the study. It does not at the moment repre- 
sent the thinking of the earns Board necessarily, but it goes into 
ill those things. It seeks to find a solution of the problems of single 


ownership of the stock, of ieelestiion on a consumption basis so that 
a system of this kind could work effectively. All those things must 
be solved before you could make an across the-board assionment or 
reassign the distribution missions of the depot on an area basis without 
running the risk of absorbing all the econonies and the additional 
paper work necessary. 

Mr. Rreutman. Has the Munitions Board reviewed this carefully ? 

Mr. Cuarpman. No. 

Mr. RreuiMan. You are not in a position to express your attitude 
toward the study ? 

Admiral Riva. We would prefer not to at this S me until we have 
comments of the military departments in, The problem has not been 
presented to the Munitions Board for final —— t. 


MEDICAL STOCK FUND 


One thing which Mr. Chapman touched on briefly in connection with 
the budget and accounting, it is my own strong personal belief that if 
ever there was an area where the revolving stock fund was applicable, 
it is to the medical and dental field. Nobody in the Munitions Board 
staff can come up with a final answer because that is something that 
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the Defense Comptroller, Mr. McNeil, has. While it sounds silly to 
talk about common forms, unless and until we can set up a simpler, 
sensible way of working out the problem of common stock ownership 
and the use of simple forms, truly we could eat up all the economies 
in the thing if we are not successful in working out all the problems. 
I think the status and comments from the Departments is about the 
same in the subsistence. I think we have all the comments in on 
subsistence, and all except the Army on medical and dental, and the 
work is being processed to try to come up Ww ith the proper answer. 


SUBSISTENCE STUDY 


Mr. Rieutman. Has there been held an experimental system, such 
as at Alameda, in relation to subsistence / 

Admiral Ring. No there has not. I would like to report to you one 
of the byproducts of the subsistence study and it related specifically 
to what Mr. Lantaff was talking about in the area of cross hauls and 
existing transportation costs. The Quartermaster of the Army and 
the Chief of the Bureau of Supplies and Accounts of the Navy have 
worked out, as a result of our subsistence studies, an agreement regard- 
ng the satisfaction of requirements from whichever depot, be it the 
Army or the Navy, is nearest to destination in order to avoid cross 
hauls. 

Mr. Chapman and I were discussing it the other day and while that 
is only one phase of the problem, 1 am happy to report it was the 
subsistence study that brought about the agreement between General 
Horkan, the Quartermaster General of the Army, and Admiral Royer 
of the Navy, the head of the Bureau of Supplies and Accounts. 

Mr. Rreutman. [ wonder how available that information is. 

Admiral Rina. The agreement between the two men whose names I] 
have given you Is available. I will be happy to furnish it for the 
record. 

(The material to be furnished is as follows:) 


Joint ARMY-NAvy AGREEMENT CONCERNING THE PROCUREMENT, STORAGE, AND 
DISTRIBUTION OF NONPERISHABLE ANNUALLY PROCURED SUBSISTENCE ITEMS 


To minimize the cross-hauling of nonperishable subsistence between military 
departments and within each department; to assure proper utilization of assets 
of both Department of the Army and Department of the Navy; and to assure 
that maximum effort is made to protect the best interests of the Government 
at all times, the joint agreement below becomes effective upon date of signature 
by representatives of the Departments of the Army and Navy. 

1. Firm requirements and distribution schedules 

The Department of the Navy will furnish to the Army firm distribution sched- 
ules for the 17 Navy reserve, distribution, and primary supply points at the 
time MIPR’s are furnished. For those items from the current 1953 annual 
pack for which MIPR’s have already been furnished, the Navy will make a 
current review and furnish to the Army a further breakdown indicating quan- 
tities required for each of the 17 Navy supply points. To permit the accomplish- 
ment of this action by the Navy, the Army will furnish a schedule of procure- 
ment indicating the priority in which items for which MIPR’s have been re- 
ceived as of the date of this agreement, should be revised to a firm destination 
basis, and the dates these revised requirements should be furnished the Army. 
To facilitate the processing of MIPR’s subsequent to the date of this agreement, 
the Army will furnish to the Navy a complete procurement schedule for all 
annually procured nonperishable items, indicating the dates upon which MIPR’s 
should be furnished and the last date upon which changes can be made. The 
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ee 


Navy, in turn, will upon submission of subsequent MIPR’s indicate anticipated 
destination by Naval storage location and be given the opportunity of a sub- 
sequent review immediately prior to purchase action, thus decreasing lead time. 


2. Interdepartmental shipments (ercluding contractors’ free storage) 

Each department prior to effecting an interdepot shipment will take action to 
determine if the oth¢r department has supplies that could be utilized more 
advantageously. For example, if the Army proposed to make a shipment from 
depot A to depot B, prior to making such shipment, the Navy would be contacted 
to determine if Navy stocks were available for interdepartmental transfer with- 
in the area of depot B. Similarly, the Navy will contact the Army prior to 
making interdepot shipments. Contact between the Army and Navy will not 
be necessary if either department determines conclusively that such shipments 
can be made more economically within one department. In every instance, each 
department will collaborate with the other department to the extent that, by 
mutual agreement, the action taken will be in the best interests of the Govern- 
ment, 


8. Six months contractors’ free storage 

A meeting of representatives of the Army and Navy will be held on the second 
Tuesday of each month, beginning with the month of May 1953, and more 
frequently as may be necessary, at the request of either department. The pur- 
pose of these meetings will be to review contracts awarded to date for items in 
contractor storage and to determine whether or not reassignment or transfer 
of contracts between the Army and the Navy is desirable. In the event inter- 
departmental transfers are made as a result of these meetings, such transfers 
will be on a reimbursable basis at standard prices of the supplying department. 


}. Cross servicing 


Each department will review its requirements in relation to the storage loca- 
tions of both departments to determine if cross servicing appears feasible 
between the Army and Navy. In all instances where cross servicing is a pos- 
sibility, aggressive action will be taken by both departments to consummate such 
cross-service agreements as will be in the best interests of the Government. It 
is agreed that immediate action will be taken to consummate a cross-service 
agreement for the supply of LCL requirements of Naval installations in the 
Corpus Christi area from Army supplies in the San Antonio General Depot. 

o>. This agreement is subject to amendments or modification as service expe- 
rience dictates. 

Approved : 

Gro. A. HorRKAN, 
Major General, USA, The Quartermaster General. 
M. L. Royar, 
Rear Admiral (SC), United States Navy, 
Chief of the Bureau of Supplies and Accounts. 
Date: April 23, 1953. 


ALAMEDA MEDICAL PROJECT 


Mr. Batwan. What was the beginning of the Alameda study? Was 
it the July 17, 1951, directive ? 

a CuapMan. It was the 4100.3 directive on the supply system 
study. 

Mr. Batwan. What is that contained in? 

Admiral Rrne. 4100.3 is the directive of the Secretary of Defense 
on Supply Management, issued on August 9, 1951. : 

Mr. Batwan. That was the specific directive which told the Muni- 
tions Board to go ahead with this. Actually, in the July 17 directive 
to which the chairman referred in his opening statement, it states: 


Priority study shall be given to the feasibility of assigning to a single military 
department the responsibility for procurement, distribution, including depot 
storage and issue for classes of common items of supply and equipment, and 
depot maintenance of such equipment. Medical supply items shall be the first 
category to be studied. 
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That is from Secretary Lovett’s directive of July 17, 1951, and I 
presume that in Directive 4100.3 you were given the specific order 
to go ahead with the medical supply study; is that correct ¢ 

Mr. Carman. Basically, yes. 

Mr. Barwan. What was the next step taken to get Alameda going? 

Mr. Cuapman. The next step was instructions from the Munitions 
Board to the Navy and Army to develop plans for consolidating those 
two depots on a test basis to try to work out some of the operating 
problems that would be encountered in a single service distribution 
depot. 

Mr. Batwan. Do you know when the Alameda experiment did be- 
gin officially ? 

Admiral Rrva. It would be about March, I think. 

Mr. Batwan. March 1952? 

Admiral Ringe. Yes. 

Mr. Batwan. For how long a period did that project go? 

Admiral Rina. The test as a test was supposed to run about 6 
months. 

Mr. Batwan. That would be about October. 

Admiral Rine. October 1, as I remember, was the closing date for 
the test. 

Mr. CuarmMan. That is when the first assignment was made. 

Mr. Batwan. What was the next thing to be done after the experi- 
ment was finished ? 

Admiral Rina. I am not sure that I understand the question. You 
mean the job of Alameda? 

Mr. Batwan. After the 6 months were up, what was the next thing 
to do? Was there a report to be submitted or written ? 

Admiral Rrne. A report of the test and an evaluation was had. 
And Alameda was instructed, as I earlier answered the question from 
Mr. Lantaff, to continue the operation as an operation. Alameda 
then submitted a report. Recommendations were not made as the 
result of the examination of that report, but rather the report was 
submitted to the Medical, Supply System Study Group, for incorpora- 
tion in the larger study of the whole project. 

Mr. Bauwan. When was the report received by the Munitions 
Board? 

Admiral Rina. I am sorry, I do not have that date. I will furnish 
it for the record. 

Mr. Batwan. I have the report which you furnished me, which says 
October 9, 1952. 

Admira 1 Ria. I do not have the information with me. 

Mr. Batwan. When that report reached the Munitions Board, what 
happened ? 

Admiral Rrne. It was submitted to the Supply System Study 
Group for evaluation by that group in connection with the whole 
supply system study. 

Mr. Batwan. Who is on the Supply System Study Group ? 

Admiral Rrxe. The Munitions Board director of the project is 
Mr. Hugh Gownley of Mr. Chapman’s staff. Will you furnish the 
names of the Army, Navy, and Air Force members? Do you have 
them ? : 

Mr. Cuarman. I do not have them. 
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Admiral Rinc. We do not have with us the names of the repre- 
sentatives of the three departments, and we can give you the exact 
names of the members if you want, but that is the composition of 
the study group. 

Mr. Batwan. That study group is made up of the staff members 
of the Munitions Board ¢ 

Admiral Rrexc. One staff member of the Munitions Board who 
serves as the project leader, a representative of the Army, a repre- 
sentative of the Navy, and a representative of the Air Force. 

Mr. Barwan. From each of the Departments ¢ 

Admiral Rine. On loan from each of the Departments. 

Mr. Banwan. And thev have been studying this since October 97 

Admiral Rina. They ave been studying the Alameda tests, to 
cvether wv ith every other pl as of the medica] and dental supply system, 


i 
— i 


of which the Alameda test Isa part. 
Mr. Batwan. It is still in that committee 
Admiral Rina. The enti recommendation of the study group has 
been completed, was submitted to the military departments on March 
6, the comments of 2 of 3 military departments, the Navy and the 


Air Force are m The comments of the Army are due in. As a 


/ 


t 5 + 47 rf 1 
matter of Tact Tuev are overdue and we hope to get those momentary. 


VALUE AND UTILIZATLON OF SUPPLY STUDIES 


Mr. Rreutaan. T would like at this time to call to the Admiral’s 


attention that last year, or in August of 1951, when Mr. Lovett was 
before a predecessor to this subcommittee, the co yunsel, Mr. Kennedy, 


isked sor 1e pertinent questions and one was whether or not this study 
meant the burial or inten ent, or a decent burial of the different 
studies made, and he also referred to 8 of the 10 studies that had 


] 
ai} 


+ 


eady been completed on this partic lar subject. 
Do you have any comment on that—after these studies are made, 
whether they have al \ value or whether they are just complete ly set 
aside for the time beine@ and then eventually forgotten ? 

Admiral Ring. As far as I am concerned and as long as I am serv 
Ing in my present capacity, the studies are not just a dry run or an 


exercise. Action will be taken on them. As you know, I am a 
retired officer and I expect to be returned to inactive duty by the De- 


4 ‘ 


partment of the Navy on June 29 so that T cannot predict what my sue 
cessor will do. We have no intention whatever, Mr. Chairman, of let 
ting these studies just be put into the archives to gather dust 

Mr. Lantarr. I think all of us know Admiral Ring’s objectives 
are the same as ours and he has helped the Congress a great many 
times in the field of supply management. But I wonder, Admiral, if 
vou do not have the same feeling that some of us have that there has 
been considerable dragging of feet by some of the services in connec 
tion with this and similar projects? 

Admiral Rine. I agree, certainly, with the latter part of your state- 
ment, Mr. Lantaff. I appreciate the first part of it. It is always dif- 
ficult when you are proposing a change that takes away from any 
existing organization any of its functions, any of its prerogatives. 
You meet with tremendous resistance. Precisely the same thing that 
we are going through here between the Army. Navy, and Air Force, 
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applies to our relationships with the General Services Administra- 
tion. It is necessary for us to do a great deal of work with the General 
Services Administration to the end that common use items which 
General Services can well furnish, such items as standard office fur 
niture, standard office equipment, business machines, typewriters, and 
things like that, be furnished by that agency. 

Mr. Rieutman. You have referred to the fact that there is tre- 
mendous opposition. Where is that coming from? Could you give 
us that information ? 

Admiral Rina. This is a pretty broad question, Mr. Chairman. 
From nearly every element of the Army, the Navy, the ‘Ait Force 
Departments the Air Force does not have as large a supply system 
as the Army and Navy, and consequently we are finding, particularly 
in relation to the work with the General Services Ac Iministration, a 
much greater willingness on the part of the newest of the three mili 
tary departments to use the services of the General Services Admin 
istration. I think in general it is fair to say that neither the Army 
Department nor the Navy Department views with any enthusiasm 
whatever any plan which takes anything : away from them which they 
are now doing. It is perfectly natural, Mr. Chairman, and I do 
not think it is confined solely to the military departments. I think 
the General Services Administration has exactly the same trouble 
with the civil branches of the Government where the General Serv- 
ices Administration is trying to take something over. There is a re- 

istance to change and a resistance to anything which will take away 
from a department those things which the department is doing. 

Mr. Rreutman. I believe it was in testimony this year or last year, 
when the Bonner Committee was holding hearings, Mr. Johnson and 
Mr. Pearson from the Army were here and they were in favor of it. 
At least that was their expression before the committee. 

Admiral Rive. The Army Department is a pretty big one, sir. 
Please, Mr. Chairman, I do not mean to say that the Army Depart- 
ment doesn’t favor it. Mr. Johnson and Mr. Pearson favor it. I 
favor it. Mr. Houston favors it. Mr. Chapman favors it. But as 
someone pointed out you get down to the Indian level and there is 
unhappiness and reluctance and we have got to overcome that 
unhappiness. 

Mr. Rrentman. We have probably got too many Indians trying 
to run the department, and not enough ¢ chiefs. 

Admiral Rive. The answer usually given is too many chiefs and 
not enough Indians. 

Mr. Rizntman. It doesn’t appear to be that situation with regard 
to what you have said. 

Mr. Lantarr. I think what he means is that they do not want to 
give up any part of the reservation. 

Mr. CuapMan. In the field of subsistence the Army is a large op- 
erator. It has done procurement for all of the military for some 12 
years. It is the logical inheritor of a single assignment. Naturally 
there would be reluctance to their giving it up. If the recommendation 
were to give single-service distribution to the Navy, I do not think 
you would find the Army beating the drum to give it away. 
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NAVY AND AIR FORCE REACTION TO MEDICAL STUDY PROJECT 


Mr. Lanrarr. Admira] Ring mentioned that in connection with this 
Alameda study and the whole problem of a single-service assignment 
for procurement, depot storage and distribution this one study has 
been submitted to the departments and comments have been re- 
ceived back from the Navy and from the Air Force. 1 am wonder- 
ing if you could tell us what those two services did, whether or not 
they concurred in this single-service assignment or whether or not 
they voiced objection to that. 

Mr. Carman. I am not quite sure that I understood your question. 

Admiral Ringe. What was the reaction of the Navy and the Air 
Force Ih review ing the medical and dental] supply system project 2 

Mr. Cuarman. I cannot answer yet on the medical or subsistence. 

Admiral Rivne. He asked for the Navy and Air Force reaction if 
you know it. 

Mr. Cuarpman. The Air Force reaction on the medical-dental was 
generally favorable to the proposal that the study group set out. 

The Navy would not, in fact it did not support that recommendation, 
However, the recommendation sent out by the study group was not a 
single service distribution system. It was an area distribution with 
jointly owned stock. It did not give single distribution to one service. 


It was to utilize the existing systems for single service distribution 
within areas to combine the stock control, stock management activities, 


to incorporate that with the Armed Services Medical Procurement 
Agency in Brooklyn, and to charge the military departments appro- 
priations at the point of issue from the depot. It also involves the 
use of revolving stock funds. 


OPERATION OF SINGLE SERVICE MEDICAL SUPPLY DISTRIBUTION 


Mr. Lanrarr. You mean that study contemplates we would still 
have duplicate warehouse facilities for such common use medical items 
as aspirin, for example? 

Mr. Cuarman. No. 

Mr. Lantarr. We would have a single service storage then ? 

Mr. Cuapman. Yes, sir; single service distribution, but it would 
not be owned and operated by one service. It would employ the depots 
of the Army and the Navy, each serving certain areas out of a com- 
nionly owned stock controlled by stock funds where each had equities. 

Mr. Lantarr. The only thing you have actually achieved is a com- 
mon stock fund, is that right ? 

Mr. CuapMan. It would not necessarily be that. You would have 
less depots. You would not have two depots serving the same area. 

Mr. Vcitaue How would that prevent transportation duplication ? 

Mr. Cuarman. Because the stock control point controls the posi- 
tioning of stock and depots would be centrally located and would 
position all the stock coming into the distribution point, in accordance 
with issue requirements. 

Mr. Lantarr. In other words, at Fort Barrancas at Pensacola, 
they would procure those supplies from Atlanta, Ga., or the New York 
area, is that right? 

Mr. CuHapman. Yes, sir. 
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Mr. Lantarr. And they would requisition on the closest medical 
depot ? 

Mr. Cuapman. Yes, sir. Each depot has a depot mission, and that 
depot mission identifies the stations that will be supplied from those 
depots and these stations would requisition on such specified depots. 


AUTHORITY OF MUNITIONS BOARD CHAIRMAN 


Mr. Lantarr. I assume that we will have the study come back from 
the services, with one or more of them, voicing disapproval. Has the 
chairman of the Munitions Board the authority to make his recom- 
mendation notwithstanding the disapproval ¢ 

Mr. Houston. The final recommendations of the Munitions Board 
staff after this study has been evaluated and the comments of the 
services taken to account, will be put in final form for consideration 
by the Munitions Board. The chairman now has the power of decision 
over the Board. 

Mr. Lantarr. Over the service members of the Board ? 

Mr. CHarpMan. Yes. 


REORGANIZATION PLAN NO. 6 AND SUPPLY MANAGEMENT 


Mrs. Cuurcnu. I apologize for being tardy and particularly if the 
question I am about to ask has been answered. If so, just ignore it. I 
wonder if any discussion had been had on the proposed reorganiza- 
tion plan as it affected supply. If the Munitions Board is to go, 
doesn't that mean a completely new setup under the Assistant Secre- 
tary, and all that we would be doing would be more or less out of the 
way except insofar as relaying general recommendations to the group 
are concerned ? 

Mr. RrewiMan. I am afraid not. The same policies and programs 
would have to be carried on and would be under an Assistant Secretary 
of Defense. Am I correct in that? 

Mr. Houston. That is correct. I do not know the detailed plans 
of the Secretary of Defense on reorganization. I do know that in 
general any change which is made in the establishment of an Assistant 
Secretary of Defense as against a Munitions Board chairman will not 
affect the functions which huve to be carried out. In other words, 
the functions which the Munitions Board and its staff have been carry- 
ing out up to the present time will be continued under the Assistant 
Secretary of Defense, who is responsible for this area. 

Mrs. Cuurcu. Wouldn’t it be natural to assume some change in 
policy ? 

Mr. Houston. It is quite possible that there would be changes in in- 
dividual policies, but that might be the difference, let us say, between 
how one man being chairman of the Munitions Board might react 
to a proposal as against a different man who is chairman of the 
Munitions Board, but aside from that, no. 

Mr. Lanrarr. I think that one of the concerns that this committee 
has about the creation of an Assistant Secretary of Defens e empowe red 
to act was occasioned by the fact that forme rly the service members 
of the Munitions Board could veto any action that the Munitions 
Board chairman might want to take and Secretary Lovett, prior to 
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leaving the Department, reinstated an old directive which was issued a 
long time ago by Secretary Forrestal, which gave the chairman of 
the Munitions Board the authority to have the final decision not- 
withstanding what the service members said or how they voted. So, 
actually, now all we are doing is changing the name of the chairman 
of the Munitions Board to Assistant Secretary of Defense and the 
real need of reorganization was taken care of, as I understand it, by 
putting the power back in the Munitions Board to override the three 
services. Is that correct? 

Mr. Hovsron. I think that, in general, is a pretty good statement 
of the situation. In other words, prior to Mr. Lovett’s issuance of a 
new Munitions Board charter last July, the three military members, 
if they were unanimous in their position on a particular policy, over- 
rode the chairman of the Munitions Board. In other words, he had 
no vote, you might say, in the establishment of that policy. Mr. 
Lovett’s directive changed that and gave the Munitions Board chair- 
man the right to determine the policy, even if he had to override all 
three members of the Board in reaching that decision. Of course, they 
always have an appeal to the Secretary of Defense if they do not like 
the decision of the chairman. The principle which is contemplated 
under the proposed Reorganization Plan No. 6 is that the complete 
authority rests with the Secretary of Defense to determine these 
policies and presumably the Assistant Secretary of Defense will be 
designated by the Secretary in this particular area to carry out his 
responsibilities in this field. 

Admiral Rive. Further to that, I think this would be a fair analysis; 
certain functions which have got to be performed in the Department 
of Defense should be ~ ponent centrally and the Munitions Board 
staff has been engaged in preparing policies under those functions. 
The staff of the new hind tant Secretary of Defense for Supply, or 
whatever will be his title, will have to be doing the same thing. About 
the only basic difference would be that the Statutory Munitions Board 
provided for in the National Security Act would not exist. The new 
Assistant Secretary could meet with the departments whenever and 
wherever he saw fit. He would not be required to meet with them, 
nor would there be any Statutory Munitions Board, but the functions 
are about the same, as I see it. 

Mrs. Cuurcn. Some of us have been quite concerned about Re- 
organization Plan No. 6 and its possible effect. I would make this 
comment. If the emphasis is to be on further unification, would it 
not be possible to anticipate further unification of supply through the 
Assistant Secretary ? 

Mr. Houston. I think that the feeling of the Secretary of Defense 
in making the proposal which was made was that the « ‘omplete author- 
ity for managing the Department of Defense should rest with the 
Secretary, and that the implementation of any policies which he might 
determine should be carried out through the three departmental 
secretaries. 

Now, in order to advise him on what the policies should be in particu- 
lar areas, he has proposed certain assistant secretaries and I agree 
with Admiral Ring that that change probably does not mean any 
change in the kind of a staff that that Assistant Secretary would have 
to have, nor would it mean any change in carrying forward any sound 
projects which are under way for improving the supply system. 
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Mrs. CHurcu. Thank you, Mr. Chairman. 
Mr. Rireutman. Do you have a question, Mr. Ikard / 


RESULTS OF THE ALAMEDA PROJECT 


Mr. Ikarp. On the Alameda project, I understand you had said the 
results had — favorable, in general. I wonder if you could spell 
that out for us a little, not to technically but just whi at has the result 
been in the von of efficiency and economy and generally what the re- 
sults have been. 

Admiral Ring. I would like, if ] may, Mr. Ikard, to start the answer 
on that and then call on Mr. Chapman for a fill-in. 

My own judgment is that there have been fewer requisitions marked 
“Not in stock’ coming in from the Pacific and from the continental 
parts of the United States served by Alameda. 

Mr. Ilkarp. When you get a requisition marked “Not in stock’? in a 
depot, what happens to that particular requisition. 

Admiral Riva. If the requisition is not in stock, it is possible that 
a procurement action, with its attendant delays, has a be taken, but 
pooling of stock which occurred as a result of the Alameda test, meant 
that the Army, Navy, and Air Force stock assets were all made avail- 
able for the satisfaction of requisitions. The larger the pile you have 
to draw on, the more assurance you have of quick satisfaction of your 
requisition. As I visualize a good supply system, it is having the 
stock and material necessary to satisfy requisitions without having 
excess amounts of inventory on hand. I think that is supply manage- 
ment. Inventory levels, reserve stocks, and the procurement action 
phased to get the material in from commercial sources of production 
are involved. Likewise, there is involved the utilization of commercial 
system of distribution where, for the satisfaction of your _ aller local 
requirements, you do not have to depend upon the depot but through 
the use of proper kinds of contracts, where manufacturers can mé ake 
deliveries directly to an installation that needs the material without 
having to go through the depot system at all. 

One reason that we chose Alameda was because we wanted to try 
the test out under as difficult circumstances as possible. With the war 
going on in Korea, obviously it was essential that medical and dental 
supplies be available. I think that the record will show that the 
agencies serviced by Alameda in the Sixth Army area, in Korea, in 
Japan, and throughout the Pacific evidenced satisfaction with the 
results. My statement that it is a good test is in large measure the 
result of satisfaction on the part of people on the receiving end many 
thousand miles away from the depot. 

There was some question of choosing the Third Army area. We 
could have taken the First Army area or we could have taken the 
Fourth Army area or any other, but we would not have had the need 
of satisfaction of medical and dental requisitions in Korea. We have 
met requirements to the satisfaction of the people who needed the 
material, and I think very effectively. I think Alameda has done 
a very fine job. 

Mr. Ixarp. Do you have any idea what the savings, if any, money- 
wise, were with regard to this consolidated operation and as it might 
be compared to the older operation where you each service with its 
own supply function ? 
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Mr. Cuarpman. There were some figures in on savings. That was 
the savings reflected by operating 1 installation instead of 2. I cannot 
give you the exact amount at this moment. 

Mr. Ixarp. I understand that, but was it a substantial amount? 

Mr. CHapmMan. Yes, it was a substantial amount and then there are 
other types of savings that are inherent in that kind of a test that you 
cannot evaluate. Certainly, theoretically, the total volume of stock 
over a tot: al period of time shoul l be less if you hs ave the stoc k at 1 
depot than if you have it at 2 or 3, but unfortunate ‘ly you are not able 
to evaluate it unless they had all 3 with which to make a comparison. 

Mr. Ikarp. Then you would say that the Alameda project demon- 
strated an increased efficiency, as Admiral Ring pointed out, in that 
the requisitions were filled promptly and less of them rejected because 
they were not in stock than if they were split up in depots for the 3 
different agencies and also that there was some substantial saving, 
money-wise, too, and that there were other intangible things that are 
hard to evaluate ? 

Mr. Cuapman. I think that is correct. 

Admiral Rive. Plus the administrative costs of 1 depot as opposed 
to 2, which are considerable. 


SUPPLY MANAGEMENT UNDER REORGANIZATION PLAN NO. 6 


Mr. Houtrretp. I know you said that the statutory functions were 
eliminated and I assume it comes under the regulatory power of this 
new Assistant Secretary of Defense. 

Admiral Rive. I think Mr. Houston answered that question by 
saying that so far as he could see the basic intent of Reorganization 
Plan No. 6 was to vest authority in one man rather than in a statutory 
Munitions Board provided by law for the Office of Secret: ary of 
Defense. 

Mr. Hottrretp. Does it allow this new Assistant Secretary a lati- 
tude of judgment of putting the functions of the Munitions Board into 
effect which might permit him to eliminate some of those functions? 

Mr. Hovsron. It would place the full authority in the Secretary 
of Defense and permit him to redelegate the authority which he felt 
was necessary to redelegate the various assistant secretaries. I have 
no question that as far as the assistant secretary is concerned who 
would be responsible for the functions which the Munitions Board 
has heretofore been carrying out, that the Secretary would intend and 
does intend to have him continue that program and as a matter of 
fact to intensify it. Insofar as there being any break in the continuity 
of what is being done or any lessening of effort, I do not think there is 
any cause for concern on that point at all. 

Mr. Houirrevp. What effect will it have on the cataloging program, 
and I am thinking of the change made by the Anderson amendment 
in reference to the previous Federal cataloging program. 

Mr. Houston. I am sure that so far as the cataloging, standardiza- 
tion, packaging, and inspection responsibilities of the Defe nse Supply 
Management Agency, it is again the Secretary of Defense’s intention 
that that program be carried out without interruption and, in fact, 
with intensification and speeding it up rather than doing anything 
to slow it down. 
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Mr. Houirretp. The effect of the Anderson bill more or less divided 
the function of Federal cataloging on the part of the military from 
the civilian which would still remain. 

Mr. Hovusron. As far as I know, there is no intention of any change 
of that by this reorganization plan. 

Mr. Horirreip. Will there be more unification of the military than 
Was envisaged under the Anderson Act? As I remember, it divided 
that responsibility among the three services. 

Mr. Housron. Frankly, I am not familiar with those details of the 
Anderson Act. 

Admiral Rive. I think I could answer that question, Mr. Holifield. 
Public Law 436, set up the Defense Supply Management Agency and 
provided for a Director and Deputy Director of that Agency, and set 
up the organization to handle cataloging, standardization, specifica- 
tions, and material inspection. It did tend to make a cleavage between 
the civil effort and the military effort. 

As I read Public Law 436, I did not understand it to imply that 
responsibility was vested in anybody except the Director of the De- 
fense Supply Management Agency. Consequently, I am unable to 
comment on what I understood you to say that Public Law 436 
provided that responsibility or authority for getting on with it was 

vested in the services. I thought it was vested in the director, he 
having the power to tell the services what to do, which he has been 
doing. 

Mr. Hortrtetp. Assuming that your interpretation is correct, and 
I believe it is, the Defense Supply Management Agency is now elimi- 
nated under the reorganization plan, is it not? 

Admiral Rivne. Reorganization Plan No. 6 would provide for the 
carrying out of the functions now performed by the Director of the 
Defense Supply Management Agency by the Secretary of Defense, 
who will delegate that responsibility, I assume, to the Assistant Sec- 
retary for Supply and, as Mr Houston has just said, we could logically 
assume, that he would be dedicated to the same purposes of getting 
the job done. 

Mr. Houirrerp. But the effect is that the director’s office would be 
abolished, is it not? 

Admiral Rive. That would be the result of acceptance of Reorgani- 
zation Plan No. 6; yes, sir. 

Mr. Hotrrrerp. And all of its functions which he heretofore was 
charged with will now be in the hands of this new Assistant Secre- 
tary? 

Admiral Rrne. The Director was required to report to the Secre- 
tary of Defense under Public Law 436. It would vest his functions in 
the Secretary of Defense, he to delegate their performance to whom- 
ever he saw fit, to the Assistant Secretary, I presume. 

Mr. Houtrtetp. Those are all the questions I have, Mr. Chairman. 

Mr. Rrentman. Mr. Ikard, do you have any further questions at 
this point ? 

Mr. IKarp. Not at this point, Mr. Chairman. 

Mr. Rreutman. Mr. Poff? 
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APPLICABILITY OF ALAMEDA TEST RESULTS TO OTHER AREAS 


Mr. Porr. Do you think that the plan used at Alameda would be 
helpful at St. Louis or Atlanta, Ga. ? 

Admiral Ring. I do not believe we would get any value out of a 
St. Louis depot test or the Atlanta depot test than we have already 
gotten out of the Alameda depot test. I think I speak for Mr. Chap- 
mah in this regard. We both feel that the test was a success and 
proved what could be done. I think it was because of the area we 
selected. I think it was a better and harder test than if we had tried 
to make it at Atlanta or St. Louis. I do not think another test is 
necessary. 

Mr. Porr. Do you think that the Alameda - proves that you 
could consolidate warehousing and distribution in Atlanta and St. 
Louis? 

Mr. Carman. No, it would not be as conclusive as the Alameda 
test because the distribution areas of those depots are not the same. 
The distribution area of the services were pretty close to the same 
and the bulk of their effort went to Korea, so you had a very closely 
common pattern of distribution. There were few adjustments that 
had to be made. At either Atlanta, St. Louis, or New York, you 
would have a far wider distribution of your organization that must 
support it. They are not all in the same area. It would be more 
difficult. 

Mr. Porr. Does not the Alameda report show, for instance, that 
the er could better warehouse at Atlanta to supply Pensacola? 

Mr. Cuapman. Yes, it could very well be. If you selected St. 
Louis or Atlanta, it would have to readjust the distribution areas of 
a lot of the other depots to do it. At Alameda it was a very minor 
matter. At St. Louis or Atlanta you would have to make a lot of 
reassignments of distribution responsibility in order to make a test. 
We could do the Alameda one without disrupting the rest of the 
system and prove the case very easily. 

Mr. Porr. Thank you, Mr. Chairman. 

Mr. Rrestman. Mrs. Church? 

Mrs. Cuurcn. No questions at this point. 

Mr. Rreniman. Mr. Balwan, do you have a question? 


ARMY REACTION TO THE ALAMEDA MEDICAL PROJECT 


Mr. BAtwan. You talked about the comments coming from the 
Navy and the Air Force. Have you asked for the Army comments? 

Mr. Houston. Yes, and they have promised to have them in within 
the next few days, as I understand it. 

Mr. CHAPMAN. They have been promising daily, but they have 
been having some topside staff changes in the Army recently. “A new 
Assistant Secretary has come aboard and they thought it necessary 
to brief him and that is the understanding that I have for the delay. 

Mr. Batwan. I understood that those comments were due by the 
latter part of April. 

Mr. CuarpmMan. That is correct. 

Mr. Batwan. Do you not express any dissatisfaction with the slow- 
ness with which this is coming in ? 
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Mr. Houston. We do not like the slowness, but it is something over 
which we do not have too much control. I suppose we cannot 
complain too much because they have new people coming in and this 
is going to be a policy in whic ‘h the "vy are going to be very much in- 
volved in the future. They would like the new people to have an 
opportunity to make whatever comments they would like before reach- 
ing an official Army position. 

The new member of the Munitions Board, who is one of the Assist- 
ant Secretaries of the Army, has just come aboard recently. 

Admiral Ringe. Our problem has been that for a considerable period 
of time, and even prior to the appointment of Mr. Stevens as Secre- 
tary of the Army, the Under Secretary, Mr. Earl Johnson, was about 
the only secretary available in the Department of the Army. It 
was obvious that new people were coming aboard and it is rather 
difficult to press for immediate action when the Army staff is telling 


us they are trying to get the new man briefed and asks us “Give us a 
little time.’ 

The <n in Munitions Board members was made only a little 
while ago. Inthe Army the new man has come to us only in about the 
last week. 

Mr. Batwan. I wonder if we could have copies of the Air Force 
and the Navy comments. Could you supply those ? 

Mr. Houston. Yes, sir. 

(The material requested follows :) 


APRIL 15, 1953. 
From: Assistant project director, DOD systems-study project. 
To: Project director DOD supply systems study project. 
Subject: Munitions Board staff report on Department of Defense medical-supply 
systems, comment on. 
Refer: (a) Subject report of February 5, 1953. 

1. Fundamentally, the subject report recommends a thinly disguised single- 
service medical-supply system, purported to be a joint operation by virtue of 
joint staffing. It leads directly toward a different type of supply service organ- 
ized along commodity lines and it advances one step nearer a single-supply service. 
If such a service is being advocated, it should be approached directly and on its 
own merits. In no case should the services enter upon a single-supply service by 
the backdoor route of commodity supply systems. 

2. The Navy does not concur in the application of this concept to military sup- 
ply which must be so organized as to operate not only economically but also to 
provide effective logistic support during war as well as peace. The Navy con- 
siders that the recent integration of medical supply and distribution functions 
into the Navy supply system has produced maximum responsiveness to operating 
forces and greatest efficiency and economy. 

3. However, the Navy does support joint standardization and procurement of 
medical materials as embodied in the existing Armed Services Medical Procure- 
ment Agency. This support is afforded on the basis of the following consider- 
ations, none of which are considered as being applicable to the other commodity 
groups undergoing study at this time: 

(a) The fundamental humanitarian implications inherent in medical] 
materials cut across civilian, military, and departmental lines; 

(b) The interest of national defense in the area of health and public 
safety; and 

(c) Imperative civilian morale considerations. 

Collectively, these considerations require that standardization and procurement 
of this commodity receive the closest coordination between the services and civil 
assistance organizations such as Federal Civil Defense Administration, Public 
Health Service, Veterans’ Administration, American Red Cross, and other relief 
agencies, foreign and domestic. This concept is particularly true now that the 
enemy offensive potential extends to our civil populace. 
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4. The Navy advocates cross-servicing where feasible, but considers that it 
should be a concomitant of and secondary to positive supply of individual service 
personne! and forces, and not as an overruling objective requiring, by itself, that 
the concept of supply be altered to encompass that function. 

5. Accordingly, it is recommended that 

(a) Except for procurement procedures prescribed, the Armed Services 
Medical Procurement Agency, as supported by its charter, be retained ; 

(b) The Navy medical supply and distribution function be retained as an 
integral part of the Navy supply system, as at present; and 

(c) The Department of Defense develop a basis for effective cross-servicing 
and that subsequent thereto cross-servicing be employed by the Services to the 
extent feasible 

6. Should concurrence not be given to the comments and recommendations set 
forth in the foregoing paragraphs, or should the established review protocol be 
modified, the Navy respectfully requests the right of further comment. 


P. W. CLARKE. 


May 12, 1953. 
Memorandum for: Project Director, Department of Defense Supply Systems 
Study Project, Munitions Board 
Subject : Draft of Staff Report on Department of Defense Medical Supply Systems, 
February 6, 1953. 

1. The draft report of the subject study has been carefully analyzed by various 
Army agencies, with particular consideration having been given to the aspects 
of supply economy and impact upon the mission of providing adequate medical 
care to the soldier, 

2. Attached as enclosure No. 1 are comments on this study which are hereby 
endorsed as representing Department of the Army position on this matter. 
Particular attention is called to paragraph 10 of this enclosure whereby the 
Surgeon General requests that if the board’s recommendations are approved 
his office participate in the drafting of the charter. 

3. Enclosures Nos. 2 through 4 represent detailed comments by various agencies 
which, in general, have constructive merit, although specific details should be 
left to the discretion of the proposed directorate for resolution and implementa- 
tion as proposed in paragraph 3 of enclosure No. 1. These comments are for- 
warded for further consideration by the study group. 

4. It is the current understanding that request for comments as made in your 
February 26, 1953, memorandum represents the initial step only, and that prior to 
approval or adoption of such prop sal the military agencies will again be ap- 
proached, Due to the comprehensive nature of the subject, such a procedure is 
fully endorsed. 

t Incl 

1. Cy Cmt 1 fr TSG to G49 Apr 538 
2. Cy Cmt 2 Rqmts Div, G4, to Sup Div, G4, 1 Apr 53 
$3. Staff Study of Mil Med Sup Systems (cy) 
4. Cmts on Staff Study 





A. T. MCNAMARA, 
Brigadier General, General Staff, 
Assistant Project Director, Supply Systems Study Project. 


STAFF Stupy oF THE MriiTary MepicaL Supprty SyYsteMs 
MEDDE 
G4—TSG, DA APRIL 9, 1953. 


1. The staff study of the Military Medical Supply Systems conducted by the 
Medical and Dental Group of the Department of Defense Supply Systems Study 
Project under the direction of the Munitions Board, which was referred to this 
office by Disposition Form G4/D 12177, dated February 26, 1953, has been 
reviewed. 

2. The Munitions Board Medical and Dental Groups are to be congratulated 
for the excellent manner in which they have carried out the monumental task 
which they were assigned. The staff study is the most complete and compre- 
hensive coverage of the medical supply system which has ever come to my 
attention. The present departmental system of depot distribution for medical 
materiel has proven to be eminently satisfactory. The Army Medical Service did 
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not propose the Alameda medical-supply support test and has not advocated a 
unified or partially unified medical supply system. Although the concept devel- 
oped as a result of the Munitions Board Study is a radical departure from the 
orthodox, I feel that it is sound and practical and that economies can be appre- 
ciated without the danger of affecting the proven high level of medical care to 
the soldier. 

3. I feel that many of the recommendations made in the staff study which 
pertain to specific details should be left to the discretion of the proposed direc- 
torate for resolution and implementation. Such detailed matters as the designa- 
tion of positions to be filled by civilian personnel, the method of handling artificial 
teeth and spare parts, the fabrication of spectacles, and organizational arrange- 
ment for the administration of optical shops are policy matters which fall within 
the scope of the functions and responsibilities with which the directorate is 
charged in the proposed charter. 

4. The Medical and Dental Group has indorsed the concept of departmental 
ownership of stock and separate stock fund for each department. It has also 
recognized that each military department must have the responsibility and 
authority for determining requirements, inventory control of stock owned by the 
department and distribution control over materiel. In order to avoid misunder- 
standings and confusion, I believe that the functions and responsibilities of the 
proposed Departmental SGO Liaison Groups at the Armed Services Medical 
Matériel Agency should be more clearly specified to include the following: 

(a) Development and computation of consumption and/or issue factors. 

(0) Determination and computation of quantitative requirements, except me 
chanical or electric accounting-machine Computations performed by the joint 
KAM unit. 

(c) Stock-fund operations, except mechanical operations performed by the 
joint EAM unit. 

(d) Development and implementation of stock accounting and stock-fund 
policies and procedures, except for those procedures pertaining to common 
service depots. Army-Air Force medical and dental stock-fund procedures will 
be in full operation by July 1, 1953. 

(ce) Inventory control operations, except mechanical operations performed by 
the joint EAM unit. 

5. I agree that the concept of joint procurement of medical materiel should be 
retained. The Armed Services Medical Procurement Agency has been operating 
as a joint agency for the procurement of medical materiel, and the Navy Inspec- 
tion Service has furnished field inspection for the agency since 1945. It has 
proven the feasibility and economy of joint procurement. 

6. The Army has always provided distribution support to the Air Force and 
in consonance with the demonstrated feasibility of the Alameda Medical Supply 
Support Test, I endorse the concept of a single service operated distribution 
depots for medical materiel. The Alameda Medical Depot has been furnishing 
medical supply distribution depot support to the Army, Navy, and Air Force 
since Mareh 1952. All reports compiled to date have indicated that it has been 
an economical operation and have attested to its effectiveness. Further econo 
mies have been and may be expected to be effected as the operation continues. 
I feel that this system of single-service-operated distribution depots should be 
extended throughout the continental United States. Responsibility for the 
warehousing and the operation of all medical supply-distribution depots in the 
continental United States should be assigned to one military department. Man- 
agement and administrative control of the depot distribution system should be 
assigned to the military department having the major interest in the materiel 
handled by the depots. The depots could also be jointly staffed by the three 
military departments. 

7. In order to make it possible for each military service to discharge effectively 
its departmental responsibilities at the depot level and to maintain a “straight 
line of command,” the medical and dental group established SGO liaison groups 
in Alameda for each service. The most important functions performed by these 
groups are departmental liaison with stations, issue control, and authorization 
of local procurement. These are command, budget, and logistical considerations 
which are an integral part of the individual military service’s command re- 
sponsibility and authority. These functions cannot be delegated or divided. 

8. I wholeheartedly concur in recommendations 8 and 9, page 29, which specify 
that steps be taken to relocate the Armed Services Medical Materiel Agency 
from the present Armed Forces Medical Building, Brooklyn, N. Y., and that 
the Belle Mead General Depot be considered as a possible location for the Armed 
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Services Medical Materiel Agency. ‘The desirability of the recommended re- 
location has long been recognized by the Army Medical Service. The Armed 
Forces Medical Building is located in the heart of a highly congested area in 
downtown Brooklyn. This area is considered to be one of the prime targets 
in the event of enemy aerial attack upon the United States. The building itself 
is not sufficiently large to accommodate present essential activities, i.e., engineer- 
ing development and cataloging, nor to permit expansion in the event of mobiliza- 
tion or acceleration of the present partial mobilization. The Belle Mead site 
is considered to be an ideal location for the Armed Services Medical Materiel 
Agency 

9. With the limitations outlined in the above comments and with the additional 
clarification of the functions as indicated in paragraph 4 above, I concur in the 
recommendations contained in the staff study of the medical and dental group and 
would be willing to accept and participate in the proposed joint medical supply 
System. 

10. In the event that the recommendations of the Munitions Board medical 
and dental group are approved and adopted, either in whole or in part, it is 
requested that representatives of this Office be given the opportunity to partici- 
pate actively in the development of implementing plans and the drafting of 
the charter. This will insure an orderly transition from a single service to a 
joint medical supply system without impairing or diminishing the quality of 
medical supply support currently being furnished. 

GEORGE E. ARMSTRONG, 
Major General, the Surgeon General 


File No. G4/H2 

Subject : Staff study of the Military Medical Supply System (copy No. 62). 

To: Ch/Supply Division 

From: Ch/Requirements Division Date: April 1, 1953. 


COMMENT NO. 2 

1. General comments: 

(a) Excellent factual study 

(6) The following general statements should be adhered to in order that 
present staff responsibilities of G4, with respect to requirements, can be carried 
out. 

(1) Responsibility and authority for final approval of Medical Materiel Re- 
quirements should not be divorced from the three (3) departments. 

(2) Further, in connection with 1b (1) above, that approval of requirements 
as now exercised by staff for Department of the Army should not be changed. 

(3) Likewise, approval of budget for medical items as presently exercised by 
staff should be continued. It is realized that this is primarily a function of the 
Service Division, but is mentioned since requirements determine budget. 

(4) That plans and programs, which must be translated into end item re- 
quirements, remain a responsibility of staff. 

(5) That guidelines for establishment of necessary factors (replacement 
and /or consumption, etc.) for computing requirements remain a responsibility of 
staff. In this connection, staff personnel should be given opportunity to par- 
ticipate in all discussions and final conclusions regarding a standard formula 
for computing requirements. 

(6) Effective requirements computations require that periodic supply control 
studies be made. These studies should contain a minimum: 

(a) Presentation of supply program information phased in time within a 
planning period of between 2 and 8 fiscal years. 

(6b) Presentation of historical data for the purposes of aiding program 
analysis. 

(c) Incorporation of mobilization requirements and current program informa- 
tion on the same document so as to have available a readiness position at all 
times. 

(d) Recognition of the variation between budget and other program guidance 
beyond the normal funding time period. 

(e) Presentation of supply status at each point in time covered by the study. 

The above is a direct quote from appendix F, paragraph 3, part I to DOD 
Directive R-4200.5, dated December 1, 1952. 

The proposals in subject study apparently provide for none of the above. 
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2. Comments which do not pertain specifically to requirements but may have 


a direct bearing on final decision : 

(a) Reference EX 1-2, page 18, Charter of the Armed Services Medical Ma- 
teriel Agency. The following is quoted: “The agency will be a joint agency of 
the three military departments, subject to the policy direction and control of the 
Munitions Board and under the management control of the Department of the 
Army.” This statement should be clarified and embellished in order to make 
clear the exact meaning with respect to intended responsibilities of the Direc- 
torate and the General Staff, Department of the Army. 

(b) Reference paragraph 10, page 266, which is quoted : 

“10. A number(s) of the Munitions Board staff be assigned the responsibility 
for: 

“(a) Meeting with the three departments to develop plans for implementing 
the approved recommendations contained in this report. 

“(b) Reviewing progress made by the departments in implementing the ap- 
proved recommendations. 

“(c) Serving as a contact representative for the services with the Munitions 
Board in order to furnish properly coordinated decisions and/or recommendations 
to the services in the event of disagreements or requests for clarification or 
interpretation of approved study recommendations.” 

It is noted that the word “services” appears in paragraph (c) of the above 
quote and likewise throughout the study. The above should not be interpreted 
to exclude staff in those areas which involve staff responsibility. 

(c) Paragraph 5f, page 25, EX 1-2, Charter of the Armed Services Medical 
Materiel Agency. The following is quoted: “Decisions of the Chairman of Direc- 
torate made with respect to the functions assigned to the Agency will be final, 
unless appealed through the respective command channels of the Departments 
for resolution by the Munitions Board.” Statement should be clarified in order 
not to abrogate present staff responsibilities. 

3. Specific comments: Reference recommendations on requirements contained 
in Overall Recommendations, pages 270, 271, and 272: 

(a) General: These recommendations embrace practically the entire realm 
of policy matters for requirements and touch on aspects of hoth procurement and 
distribution. Hence, they cover such a broad field of policy matters that time 
precludes a complete and thorough study. It is believed that an ad hoe com- 
mittee will have to be appointed to work out details of some of these recom- 
mendations. For example: 

(1) Determination of stock level policies at depot level. 

(2) Determination of a detailed standard formula for computing require- 
ments for all three departments. 

(b) Paragraph 21: Concur in general. However, it is again pointed out that 
present authority for approval of end item requirements as exercised by G4 for 
Department of the Army should be continued. 

(¢c) Paragraph 32: The advisability of placing “the clerical and mechanical” 
phase of requirements in the proposed ASMMA is questioned for the following 
reasons: 

(1) Not believed sound unless a standard formula for computing requirements 
for all three departments can be determined. 

(2) It is considered questionable as to whether a workable standard formula 
can be applied in view of the varying missions assigned and to be assigned at 
future dates. This would be particularly applicable in the case of special re- 
serves and mobilization requirements. By inference, it appears doubtful that 
any personnel transferred to ASMMA for purely clerical work will continue 
long in that capacity only. 

(3) Plans and programs which must be translated into firm end item require- 
ments. must continue to emanate from respective staff agencies of the depart- 
ments, and will have to be implemented by the respective Surgeons General of 
the three departments thereby complicating the possibility of utilizing a standard 
formula. 

(4) The key to this problem probably lies in the feasibility of utilizing a 
standard formula. It is recommended that this area be given thorough study 
by an ad hoe committee. The method of computing requirements as delineated in 
chapter III, pages 116 through 119 is not considered completely satisfactory for 
reasons outlined under 1b (6) above. 

(5) Paragraph 33: Assuming that a joint distribution system is developed, 
that computation of requirements in joint, that stock levels are prescribed for 
application to all three departments, it follows that assets reporting systems 
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should likewise be joint. This factor is important from a requirements stand- 
point, since asset data must be reported properly in order to evaluate firm 
requirements. 

(6) Paragraph 34: Concur. 

(7) Paragraph 36: Concur. It should be noted, however, that such reports 
must reflect necessary data for compilation of reports required by staff (519, 
436, 487, ete.). 

(8) Paragraph 36: This paragraph is not understood. Primarily the review 
of stock levels, certainly at consumer level, is a function of command. Staff 
agencies and the respective Surgeons General should exercise control and review 
of levels at the depot. 

(9) Paragraph 37: The revised policy statements are considered too lengthy 
and detailed. They likewise state a policy and further present a method for 
implementing the policies. Much of this implementation should be left to the 
discretion of the three departments or should be worked out by ad hoc committees. 
For example: A dollarwise criteria has been established for determining requisi- 
tioning objectives and stockage objectives for stations and depots in certain of 
the proposed policy statements. The eflicacy of this proposal during mobilization 
is questioned due to great fluctuation of personnel population at consumer level. 
Hence, this is a matter which should be given great study by the three depart- 
ments (example: Establishment of a standard formula for computing require- 


ments). Policy statements should be brief and general in nature. Therefore, in 
general, the policy statements as written are not concurred in, and specifically 


where contra indicated by the above remarks. 

(10) Paragraphs 38 and 39: Not considered as a matter pertaining to quanti- 
tative requirements and should be left to the discretion of the Directorate, 
ASMPA. 

I. L. ALLEN, 
Colonel, GS, Assistant Chief, Requirements Division 
(For L. E. Cotulla, Brigadier General, GS, Chief, Requirements Divi- 
sion, G—4). 





SraFr Stupy oF THE MiniTary MEpIcaAL SuPPty SYSTEMS 


PART I 


Chapter VI 

Paragraph (yg) (1) page 168: Does it necessarily follow that it’s cheaper 
than the three departments buying separately? Paint study indicated higher 
prices or at least not lower prices when the requirement was in excess of the 
normal manufacturing lot, i. e., 3,000 gallons per batch 

Paragraph (6) i, page 169: This tends to support comments made under para- 
graph (g) (1), page 168. 

Paragraph (6), page 170: Harvard University paint study indicated no sav- 
ings, therefore this statement may need further substantiation. 

Paragraph 6a, page 173: Comments on this were made by DF subject: Survey 
of the Armed Services Medical Procurement Agency, by Booz, Allen & Hamilton, 
file G—-4+ E 33328, dated July 30, 1952, to ASA (R. & M.) attention: Procurement 
Branch. 

Paragraph 7b, page 175: (1) The term rebid is wrong as it indicates formal 
advertising. (2) Generally there are two types of negotiation. One which is 
quite close to formal advertising, and the other is real negotiation which en- 
visions haggling or rebid approach in order to obtain the best price. Both of 
these procedures are accepted throughout DOD, GAO, and industry. 


Conclusions (local procurement) 

Paragraph 2, page 185: After the words “petty cash fund” add the following 
“and other small purchase procedures such as SF 44 and DD Form 883.” 
Recommendations (local procurement) 

Paragraph 1 (e), page 187: Nonconcur.—TIf it’s a small dollar value, etc., item, 
why not buy for local stockage also? 

Paragraph 1 (g), page 187: Nonconcur.—The best method to accomplish a pro- 
curement should be left to the judgment of the contracting officer. This places 
overemphasis on the use of the inprest fund as compared with other small pur- 
chases procedures such as the use of SF 44 and DA Form 383. 


TEINS RIDGE 
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PART I 
Summary of recommendations—Procurement 


*aragraph 46 (e), page 276 
*aragraph 46 (g), page 267 


: Nonconcur.—See comments re page 187, par. 1 (e). 
: Nonconcur.—See comments re page 187, par. 1 (9). 





Chapter VII, Military medical supply systems 

1. Upon review of staff study on the military medical supply systems, it is be- 
lieved that only Chapter VII, The Cataloging Function, and Appendix G, Factual 
Data Re The Cataloging Function, should be conimented on. 

2. In general, this portion of the study is concurred in. Exception is taken in 
some instances and clarification of some statements of the study is offered as 
outlined in paragraph 8. 

3. Following are the comments on the cataloging function referred to in 
paragraph 1 above. 

(a) (P. 191) “Federal Supply Classification (FSC) with few exceptions * * * 
required in the care of the sick.’’ Comment: The new Federal supply classification 
was developed in an effort to group together items which are functionally and 
physically similar. It is recognized that medical items of supply are of such 
varied nature that they cannot be placed logistically in a single Federal supply 
classification class. In scanning the existing catalog of medical matériel, it will 
be seen that there are included such items as smoking stands, hospital beds, mat- 
tresses, linens, dietary equipment, and vitreous chinaware, which are to some 
degree of wider application and have been classified in various standard com- 
modity classes, like 93, 80, 79, and 82. 

(b) (Pp. 191 and 192) “Under the Assigned Federal Supply Classification * * * 
progress in this area.” Comment: Under current policy as announced by the 
Defense Supply Management Agency (DSMA), there is no requirement that 
approximately 2,000 items be removed from the medical catalog as stated in 
subject staff study. Any revision of this catalog can still include all items cur- 
rently supplied by medical distribution channels. However, relocation of some 
2,000 items within the catalog will be required to accommodate the new Federal 
supply classification. With regard to the supposition that FSC code assignments 
will become the basis for assignment of logistic responsibilities, classification 
systems (such as Standard commodity classification and Federal supply classifi- 
eation) are used solely as a framework, or guide for assignment of logistic 
responsibilities. Such classification does not arbitrarily control the assignment 
of logistic responsibilities among the technical services. 

(c) (P. 192) “The pattern * * * laboratory equipment.” Comment: To date 
embedding wax has not been classified. The statement that embedding wax has 
been classified in FSC group 66 is not true. 

(d) (Pp. 192 and 193) “Since it is impossible * * * primarily by the medical 
service.” Comment: It is entirely possible that split logistic assignments will 
exist in future assignments of commodities. The Army Medical Service now 
utilizes this system whereby certain textiles like sheets and pajamas are used by 
the AMS though these items are procured by the Armed Services Textile and 
Apparel Agency. The statement “Purchase assignment need not necessarily 
coincide with storage and issue, requirements and funding” fairly represents the 
possibilities of split logistic assignments for not only the AMS but all technical 
services. 

(e) (Pp. 194 and 195) “Conclusions.” The conclusions are concurred in with 
the exception of paragraph 6, page 195 Authority has been granted to the 
Armed Services Medical Procurement Agency to insert in their catalog items other 
than those of FSC group 65. The inference that approximately 2,000 items will 
be removed from the catalog is not true. These items will be placed in their 
appropriate FSC groups and classes. 

(f) (P. 196) “Recommendations.” Recommendations 1, 2, and 4 are concurred 
in. Reference Recommendation No. 3, the possibility does exist for split logistic 
assignments in the future. The assignment of logistic responsibilities has not, 
and will not be in the future, dependent solely on whether the item of supply 
falls in a specific group or class of the Federal Supply Catalog. 


” 


COMMENTS ON STAFF Stupy or THE Mruirary Mepicat SupPLty SYSTEMS 
PART 1 


Chapter I, page 18, erhibit 1-2.—The proposed charter of the joint agency 
makes this agency “subject to the policy direction and control of the Munitions 
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soard.” The meaning of this language is not clear, but it is assumed that it was 
not intended that the Munitions Board should exercise “direction and control” 
in the same manner as it is exercised by G—4 over the technical services. If this 
assumption is correct it is considered advisable to word the charter “subject to 
the policy guidance of the Munitions Board.” 

Chapter II, page 58, paragraph 2.—Still another method of reporting is the 
punching of teletype tape which could then be transmitted by wire or mail. 

Chapter II, page 82, subparagraph (h).—The Army depot at Ogden, Utah, is 
known as the Utah General Depot. 

Chapter III, page 120.—Levels set in the proposed revision of policy statements 
5 and 8 are higher than those now in use by the Army Medical Service, which 
would appear to be difficult to justify, particularly in view of the present efforts 
to minimize stocks on hand and storage space requirements. 


PART 2 


Conclusion 33a, page 246.—The statement is made herein, and in several other 
places, that there are approximately 6,000 items in the medical supply system. 
Exhibit B-15 page 80, appendix B indicates that there are 11,000 items stocked 
in the St Louis Medical Depot alone. The chart on page 51 of appendix B 
shows over 6,000 items keyed at St. Louis. The difference between the statements 
that there are 6,000 items and 11,000 items in the system may result from a 
failure to consider space parts when using the lower figure. Even if these items 
are insignificant from the viewpoint of value or storage workload they are 
important as far as the accounting and administrative workloads are concerned. 

Recommendation 15, page 267.—The phrase “procedural control” should be 
clarified. See recommendation 25, which provides that the Army, in addition to 
the proposed joint agency, will develop a stock-accounting and reporting system. 

Recommendation 22, page 269.—If the Army is going to be responsible for 
managing the distribution system there appears to be no reason why the joint 
agency should be concerned with procedural instructions or guidance. The 
functions of the two, the joint agency and the DA as management agent for the 
distribution system, are entirely separate. The only interest of the joint agency 
should be the ability to get such reports and data as it requires. 

Recommendation 88, page 271.—Reference in the recommendation to report 
should be deleted since it is covered in recommendation 23. 

Recommendation35, page 271.—Responsibility for review should rest jointly 
with the joint agency and the DA. See recommendation 25. 

Recommendation 86.—This would appear to be a function appropriate to the 
joint agency rather than the Munitions Board. 

Recomendation 46 (e).—Nonconcur. This is contrary to DA policy with re- 
spect to items available through the civilian economy. Some items by their vary 
nature do not warrant the expense of handling in the depot system. Moreover, 
it is contradictory to recommendation 55. 

Recommendation 72, page 281.—The separation of the spectacle fabricating 
System from the medical supply system, as justified in this recommendation, is 
based on specious reasoning. A dispensary is analogous to the agency examining 
eyes rather than the fabricator of the glasses. Moreover, this recommendation 
offers an incomplete solution. It provides for technical control but provides for 
no command channel. 

APPENDIX B 


Page 19.—Information with regard to highway service and air facilities avail- 

able to the Belle Mead General Depot is largely incorrect. The depot is north, 
ather than south, of the New Jersey Turnpike. It is at least 35 or 40 miles 

from the Newark Airport by road and a farther distance from the other airfields 
mentioned. No mention is made of the possibilty of utilizing air transportation 
from Trenton, Camden, or from the military field at McGuire Air Force Base, 
adjacent to Fort Dix. 

Page 40.—Exhibit B-138 is of little value unless comparable figures can be 
secured. Real estate values changed between April of 1941 and October of 1951 
to the point where there is no comparability. 

Pages 81 and 82, exhibits B-16 and B-17.—It is believed that the differences 
in line item workload between these two charts should be explained. 

Page 89, exhibit B-24.—The total oversea shipments to the Army have been 
omitted from this exhibit and the total for shipments to the Air Force, foreign 
aid, and other Army depots have been misplaced as a result. 
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DEPARTMENT OF THE AIR FORCE COMMENTS ON THE DRAFT STAFF 
STUDY OF THE MILITARY MEDICAL SUPPLY SYSTEM 


Prepared by the Medical and Dental Group of the Department of Defense 
Supply System Study Project—Dated February 6, 1953 


INTRODUCTION 


This commentary embraces the 84 recommendations contained in part 2 of the 
Staff Study of the Military Medical Supply Systems prepared by the Medical 
and Dental Group of the Department of Defense Supply Systems Study project, 
dated February 6, 1953. The recommendations with which the Department 
of the Air Force concurs are reproduced without change. The recommendations 
with which the Department of the Air Force does not concur and the reasons 
for nonconcurrence are reproduced in red type. 


Parr ]—ORGANIZATION 


SUMMARY 


The Air Force agrees with the concept of a joint purchasing agency for the 
three services and agrees that this agency will perform certain common ad- 
ministrative functions such as electrical accounting machine and civilian per- 
sonnel services. 

RECOM MENDATIONS 
Oraanization 


1. The present Armed Services Medical Procurement Agency (ASMPA) be 
disestablished. 

2. There be established in lieu of ASMPA an Armed Services Medical Ma- 
teriel Agency (ASMMA) as a joint agency under the direction of a Directorate 
made up of the three Surgeons General! 

Comment: See part Il, page 34 Air Force Conclusions. 

3. The ASMMA be under the management control of the Department of 
the Army 

Comment: Recommend that the charter for the proposed ASMMA define 
and limit the term “management control” to state clearly that the management 
agency be responsible for the provision of housekeeping services only. 

1. The ASMMA be considered a central stock control point for the 3 services 


and also as a joint purchasing agency for the 3 services, 


Coment: There is no objection to this recommendation providing that the 
intent is merely to describe the physical location of a central stock control point. 
The functions and responsibilities associated with stock control are considered 
as departmental functions and responsibilities for the reasons set forth in 
comments regarding recommendation No, 51, page 11 
5. The general principles governing the joint military staffing of the ASMMA 
be as follows: 

(a) The Chief of the ASMMA and Deputy Chief of the ASMMA will be selected 
on a rotating basis by the Directorate, and shall not be from the same service 
Neither of these officials shall be from the same service as the Chairman of 
the Directorate. 

(0) The Comptroller and Deputy Chiefs of the six divisions of the ASMMA 
will normally be civilians 

(c) The Chief, Administrative Services Division, will be selected by the Army 
Surgeon General. 

(d) The chiefs of the Procurement Division, Standards Division, Stock Con- 
trol Division, and Fiscal Operations Division will be selected on a rotating basis 
by the Directorate. 

Comment: The Chief of the Agency, under the guidance of the Directorate, 
is responsible for the effective and economical operation of the Agency under 
changing conditions. Accordingly, it is proposed that the staffing assignment 
within the Agency be left to the discretion of the Chief of the Agency. 

(e) Assignment of all other military personnel will be made by the Directo- 
rate as required by the needs of the Agency and/or the individual services 

6. The functions of the ASMMA be as set forth in the proposed charter con- 
tained in this chapter. 

7. The organization chart presented in this chapter be used as a guide in 
the establishment of the proposed ASMMA. 





MILITARY SUPPLY MANAGEMENT PROGRAM 





Comment: Certain of the functions to be performed by the proposed ASMMA 
organization ar not concurred in for reasons set forth under specific recom- 
mendations 

8. The Department of the Army in conjunction with the ASMMA Directorate 
take step to relocate the ASMMA from the present Armed Forces Medical Build- 
ing, Brooklyn, N. Y., to another location that would permit expansion for 
mobilization and would assure such access by civilian individuals or groups as 
would permit the proper functioning of the Agency. 

9. The Belle Head Medical Depot be considered as a possible location for the 
ASMMA in light of its apparent advantages of space availability and proximity 
to New York City. 

Comment: It is not considered strategically sound to locate the Procurement 
Agency within the confines of a large depot which is adjacent to metropolitan 
New York Suggest consideration be given to locating the Agency in a less 
desirable target area and that trade route, access to suppliers, etc., be of second 
ary interest in determining the new location. 

10. A member(s) of the Munitions Board staff be assigned the responsibility 
for: 

(a) Meeting the three Departments to develop plans for implementing the 
approved recommendations contained in this report. 

(b) Reviewing progress made by the departments in implementing the ap 
proved recommendations. 

(c) Servicing as a contact representative for the services with the Munitions 
Board in order to furnish properly coordinated decisions and/or recommenda- 
tions to the services in the event of disagreements or requests for clarification or 
interpretation of approved study recommendations. 


Parr II—DIsTRIBUTION 


SUMMARY 


Che Air Force proposes that a single department assume the function of the 
distribution of medical materiel in the continental United States and the full 
responsibility therefore as a single service assignment supporting the other two 
services 

Stock control is considered to be a departmental function and responsibility 
which can be discharged effectively and economically by coordination and co! 
laboration among the three Departments. 


Distribution 


11. There be established a single service depot distribution system for the 
distribution of military supplies 

iz. The single service depot distribution system be operated under the man- 
agement and administrative control of the Department of the Army, utilizing 
Army facilities as distribution depots and Army, Navy, and Air Force facilities 
as required for reserve storage depots. That individual Department liaison units 
be established at each distribution depot for the purpose of exercising individual 
departmental issue control of stocks. These groups to be under the administra 
tive control of their respective Departments and to function as liaison between 
departmental consumers and the depot and between individual departments and 
the depot. 

Comment: This recommendation, together with the following related recom 
mendations, constitute an indefinite and ambiguous proposal in that it is not 
clear to what extent the Army, which has under its management and adminis- 
trative control the distribution depot, will in fact operate those depots despite the 
apparent requirements for joint staffing. To avoid this indefinite responsibility, 
the Air Force proposes that responsibility for the medical materiel distribution 
depots in the continental United States be vested clearly with a single De- 
partment 

This responsibility will include stafting and funding with the exception of in- 
dividual Department liaison units. It is helieved that the above proposal is in 
accordance with the spirit and intent of DOD Directive 4000.8 regarding single 
service assignment in which a single Department will support all others in the 
distribution of Common-use standard stock items, The Alameda medical supply 
support test has demonstrated that it is feasible for a single Department to 
provide adequate and competent depot support for all three services when as- 
sisted by liaison units of the other Departments. It is agreed, and further, 
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imperative that the Air Force liaison unit will: Be under the control of the 
Department of the Air Force; exercise complete issue control of Air Force stocks 
and control of Air Force funds; function as liaison between Air Force consum 
ers and the depot including the execution of associated correspondence and 
instructions; and function as liaison between individual Departments and the 
depot. 

13. There be established an additional medical distribution depot at Fort 
Worth, Tex., to serve the three services in the Southwest area. That the dis- 
tribution area for this depot be designed to relieve the St. Louis and Atlanta 
depots of support responsibility where such relief can be accomplished economi 
cally and effectively. 

14. This system utilizes one EAM system for stock accounting and reporting 
purposes, 

15. The system be responsive to the policy and procedural control of ASMMA 
with regard to stock accounting and reporting and maintenance, and that the 
relation of the ASMMA in administering this policy and procedural control in no 
way conflict with the management and administrative control of the Army ir 
operating the depot facilities. 

Comment: For clarification it is proposed that this paragraph be reworded 
to read, “The EAM system to be established shall be responsive, etc.” 

16. The depot system be jointly staffed by the Army, Navy, and Air Force in 
accordance with the two following principles : 

(a) Allocation of total billets in proportion to the annual dollar value of 
recurring issues of the Army, Navy, and Air Force. 

(b) Assignments within the allocation shall be made in such manner as to 
provide each service with training opportunities 

17. The staffing arrangements for the depot distribution system be developed 
by the Directorate of the ASMMA with the guidance of the Assistant Secretary 
of Defense (Manpower). 

Comment: See previous comments under recommendation 12, page 5 

1S. Number not used. 

19. An official triservice board of survey be appointed at each depot, this 
hoard to have authority to determine materiel losses, shortages, damages, and 
overages Which will affect the respective services’ stocks, and to consider tri 
service problems arising at depot level. 

Comment: The establishment of « triservice board of survey would clearly 
imply a joint responsibility and accountability for the materiel in the depot. 
Because accountability and responsibility for the materiel in the depot will be 
clearly that of the warehousing department, a triservice board of survey would 
be inappropriate. Furthermore, the legal basis for the appointment of any such 
board is questionable in view of the fact that authority of any survey action 
derives from the statutory authority of the respective service Secretaries to 
relieve officers of responsibility for the loss, damage, or destruction of prop 
erty entrusted to them. 

20. Each service, when necessary, revise its regulations and operating pro- 
cedural manuals to permit common use of Department of the Army facilities. 
In this connection, standard Department of the Army documents and forms 
should be used wherever possible at the depot level by all three services 

21. The standardization of forms be considered by the Munitions Board from 
an overall standpoint rather than from the standpoint of the medical distribution 
svstem. 

2) An ad hoc committee composed of representatives from the ASMMA and 
the Department of the Army, in its capacity as management agent, should be 
appointed to develop an operating handbook which would provide guidance and 
procedural instructions in all distribution functions under the management con 
trol of the Department of the Army. 

Comment: In view of previous comment under recommendation 12, page 5 
it is proposed that the development of this operating handbook be assigned to 
the responsible Department with coordination with the other two Departments. 

23. A single stock accounting and reporting system be utilized by the Army 
medical supply depot distribution system. 

24. The adoption of a single stock accounting and reporting system that is 
completely mechanized be accomplished only after proper consideration has 
been given to the advisability of utilizing a simplified system that would limit 
or eliminate EAM machines at the depot level. 

Comment: Agreed. Additionally, it is recommended that responsibility for 
decision in this matter be specifically assigned 


85356—53———4 
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25. The Department of the Army and the proposed ASMMA, consistent with 


their responsibilities and authority as outlined in chapter I, shall develop a 
single stock accounting and reporting system to be used in the armed services 
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medical supply system. 

Comment: The Air Force proposes that this recommendation be reworded as 
follows: 

“The three Departments and ASMPA (or the proposed ASMMA is estab- 
lished), consistent with their responsibilities and authority as outlined in 
chapter I, shall develop a single stock accounting and reporting system to be 
used in depot reporting.” 

The above proposal is made in order that each of the departments will have 
representation in the development of a system which will be most compatible to 
eeds of the three departments and the Agency. 

26. Based upon the factors cited in the foregoing analysis, the Directorate of 


the proposed ASMMA should determine and recommend to the military depart- 


ments the most economical and effective method of procuring and distributing 
teeth That the three departments, acting upon the recommendations of the 


Directorate, utilize one method of procuring and distributing teeth. 

27. Artificial teeth be stock in all distribution depots rather than in just one 
depot if the depot distribution system is utilized for the providing of teeth to 
consumers 

28. A uniform policy be established for the disposition of unused teeth in 
partial sets and/or incomplete assortments 

2). The satelliting principle be used by the three services in the medical supply 
systems below the depot level, Where prat tical, “cross satelliting’” should be 
acconu plished. 

20. Activities be designated as satellites only after consideration has been given 


to the factors outlined in the foregoing analysis. 
Part IL[I—REQUIREMENTS 


SUMMARY 


The function of requirements deterinination is considered to be a departmental 
function. The Air Force does not concur with, and is irrevocably opposed to, 
the proposed division of responsibility for this function. It is agreed and con- 
sidered highly desirable that the mechanical elements (electrical accounting 
machines) be performed by the ASMPA (or proposed ASMMA if established). 


Requirements 

31. With regard to the function of requirements determination, each military 
service retains the responsibility for the interpretation of plans and programs 
which affect materiel requirements and the determination of the application of 
these plans and programs in the computation of requirements. Further, that 
application of technical and professional judgment and final review and ap- 
proval of requirements as computed by the operating units of the Armed Services 
Medical Materiel Agency (ASMMA) be retained by each of the military services. 

Comment: Do not concur with, and unequivocably object to the implication of 
this recommendation, as well as the concepts upon which it is based because: 

(a) The Air Force is responsible for the success or failure of Air Force 
operations 

(b) Successful operations are vitally dependent upon logistical support. 

(c) Logistical support, in turn, is vitally dependent upon the expression of 
plans and programs in terms of material requirements. 

In addition to the basic and fundamental principles expressed above, opera- 
tional objections to the implications of the recommendation are as follows: 

(a) To implement this recommendation in a practical manner, it would be 
necessary for the Air Force to maintain a staff to analyze the ASMMA compu- 
tations and associated data before the application of technical and professional 
judgment for approval or disapproval could be exercised. 

(b) Essentially, the Air Foree staff would duplicate counterparts in the 
ASMMA—an unnecessary expenditure of manpower. 

(c) The operational procedures that would be inherent in the division of re- 
sponsibility would be cumbersome and might well lead to hopeless confusion, 

lor the above reasons the Air Force is unalterably opposed to a division of 
responsibility for material requirements. Accordingly it is considered imper- 
ative that responsibility for the expression of plans and programs in terms of 
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materiel requirements shall be vested, clearly and directly, with the Departments 
of the Air Force, Navy, and Army. 

32. The clerical and mechanical elements of the requirements functions, i. e., 
computation of requirements based on supply-demand reviews be performed by 
operating units of the proposed joint Agency (ASMMA). 

Comment: There is no objection, but rather complete agreement, with the 
recommendation that the ASMPA (or proposed ASMMA if established) shall be 
responsible for performing the mechanical operations, i. e., EAM processing as- 
sociated with requirements computations; however, the function of computation 
of requirements and supply-demand reviews are considered to be departmental 
responsibilities as stated in Comment under paragraph 31, page 11. 

33. All three departments use the same system (including EAM machines) 
for the reporting and inventory control of medical materiel. 

34. Under the principle of separate departmental stock ownership of materiel, 
it shall be mandatory that a service, as a minimum, cross-service in the follow 
ing manner: 

(a) Proffer any stock in excess of its requisitioning objective. 

(b) Accept such stocks only in such proportion as will not place either service 
in a preferred position for future procurement. 

Comment: It is proposed that a statement be added to the effect that only 
stocks suitable for issue shall be transferred. 

35. With the establishment of the proposed ASMMA and distribution system, 
a complete review be made of all present reports involving the distribution depots 
and the central stock control point with a view toward making such reports 
compatible with the overall system. The responsibility for this review shall rest 
with the ASMMA Directorate 

36. Provision be made for the clearer review of stock levels by the Munitions 

soard in order to assure compliance with established stock level policies. 

Comment: In accordance with recent Air Force recommendations in connec- 
tion with this subject, it is proposed that this recommendation be reworded essen 
tially as follows: “That the Munitions Board establish stock level policies and 
the three departments develop operating procedures in accordance therewith,” 

37. That policy statements numbered 1 through 10 inclusive contained in Sec- 
retary of Defense Directive of November 22, 1950, be replaced by those policy 
statements contained in the foregoing analysis. 

Comment: The proposed policy statements presented in pages 111 to 127 
of the staff study could be more aptly described as operating procedures, rather 
than policy statements. It is suggested that representatives of the three De- 
partments can work out the details on the basis of broad policy statements 

38. That Directorate of the proposed ASMMA, study and reevaluate the mech- 
anism whereby specifications and/or purchase descriptions and changes thereto 
are established with a view toward: 

(a) Establishing better coordination between the Agency and the Joint Armed 
Services Medical Materiel Standardization Committee (ASMMS(C) in the prep 
aration of specification 

(>) Insuring that specifications are in conformity with the requirements and 
ntent of the prescribed military characteristics by requiring professional and 
supply review and approval of any proposed major changes 

(c) Increasing the stability of specifications and/or purchase descriptions from 
one procurement action to the next. 

oo. In the event that the proposed Armed Services Medical Materiel Agency 
is established, the Joint Armed Services Medical Materiel Standardization Com- 
mittee should function under the control and direction of the Directorate of 
that Agency. 


Part IV—Drsposau 
SUMMARY 

The Air Force agrees in principle with the recommendations concerning the 
disposal of property. 
Disposal 

40. The proposed Central Stock Control Point (ASMMA) continue to offer all 
reported excess personal property to the Veterans’ Administration, the United 
States Public Health Service, and the Federal Civil Defense Agency. 


Comment: It is recommended that this paragraph be reworded to read “The 
Central Stock Control Points continue to offer, ete.” 
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41. The screening of excess property be controlled through a system of: (@) 


Selective screening whereby line items of high utilization potential will be 
offered by SMD to materiel control points and major depots to increase the 
utilization of these items; and (0) quick release of items of low utilization 
potential by concurrent screening by GSA and SMD with designated military 


activities within GSA regional areas. Criteria for segregating items into cate- 
gories of high and low utilization potental would be established jointly by the 
Munitions Board, the military departments, and the GSA. 
12. There will be a time limitation placed on screening actions as follows: 
From date of receipt to date of final action by— 


Days 
ore te ee SO | ee aes : * ae 
Surplus Stock Materials Division-_._.__.__.__.------- ieacintoknaitruenema ‘etapa sier ae 
Region offices FSS. ------~-- ‘ ictal cesta hi elas saaca esis niicahebdaniieeias ae 


If a report is dispatched to an agency for screening and instructions have not 
heen received within the prescribed time, allowing a reasonable period of in 
transit time, the holding activity may consider that there are no claimants and 
dispose of the property accordingly 


Part V—ASSEMBY 
SUMMARY 


The Air Force has no objections to the recommendations concerning the medi- 
cal assembly program. 
Assembly 

43. The medical assembly program for the three services be accomplished by: 

(a) Utilizing the Louisville Medical Depot for the fabrication, storage, and 
issue of assemblies required for future issues or mobilization reserve. Such 
assemblies to be limited to: 

(1) Those assemblies required for reserve storage in the Eastern or Central 
United States areas. 

(2) Those assemblies stored for future use in the Eastern or Central United 
States or for the overseas areas served by the Eastern or Central United States. 

(3) Those assemblies for which the ultimate destination is not yet known. 

(b) Utilizing a Western United States assembly point for the fabrication, 
storage, and issue of assemblies required for future issues or mobilization 
reserve and which are ultimately scheduled for transportation to Western areas 
or west-coast ports. 

(c) Utilizing all medical distribution depots in the proposed depot distribution 
system for the assembly, storage, and issue of minor assemblies required to 
satisfy recurring issue demands. 

(d@) Utilizing coastal distribution depots (i. e., Alameda and Belle Mead) 
as assembly points for all major assemblies which are required for immediate 
issue to activities supported by these depots. 

14. Provided present plans of the three Departments indicate a sufficient volume 
of future issue and reserve requirements for assemblies scheduled for west-coast 
issue, a western assembly point should be established. Such an assembly point 
should be located at the Ogden General Depot, unless another location can be 
shown to be more practical. 

45. Special assemblies (i. e., airborne assemblies and Fleet Marine assemblies) 
should be fabricated at activities designated by the responsible department. 


PART VI—PROCUREMENT 
SUMMARY 


The Air Force agrees in principle with the recommendations concerning pro- 


curement and further proposes that items of low dollar value and low annual 
consumption shall be procured locally 


Procurement 


16. With respect to decentralized or local procurement of standard items: 

(a) The purchase of common commercial-type standard items of a low dollar 
value and for which quantitative requirements are small, should be decentral- 
ized to depot level for the Navy as well as for the Army and Air Force. The 
proposed ASMMA, in conjunction with the requirements offices of the three 
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services, should maintain and publish a list of such standard items to be 
purchased at depot level. 

Comment: The AF additionally proposes that a review be made of the common 
commercial-type standard items of very low dollar value and for which the quan- 
titative requirements for all three services are very low; that such items be 
procured locally by the consuming activity ; and that such items shall be coded 
“LP” (local procurement) or similar symbol in the catalog of medical materiel. 

(b) Depots or activities should continue to be authorized to purchase standard 
and nonstandard items locally when necessary in an emergency as defined by 
the Armed Services Procurement Regulations, 

(c) All local procurement of standard items by depots or activities should 
continue to be reported to the central stock-control point in order to accumulate 
demand data essential to the projection of requirements. 

Comment: Local procurement of standard items at Air Force bases is not 
presently reported to the central stock-control point, because standard items 
are not procured locally except in emergencies or in special instances. Reporting 
of all local purchases puts an unnecessary burden on the bases and necessitates 
additional staff at central stock points to consolidate the information. 

(d) Local procurement of standard items at depot level (other than those 
indicated in (@) and (b) above) should be authorized only to the degree which 
does not result in competition with central procurement and only for those 
items and/or quantities authorized by the Departments. 

(e) Local procurement of standard items by other than depots, unless other 
wise authorized, should be restricted to those quantities of any item required 
for actual consumption or use prior to arrival of supplies requisitioned through 
normal supply channels. In such cases specifications and formal inspection may 
be waived at the discretion of the responsible officer. 

Comment: See previous comment under recommendation 46a, page 20 

(f) Local purchasing officers should take advantage of GSA contract sched- 
ules and Federal Supply warehouse stocks as sources of supply when practical 
and economical. 

(9g) Simplification of small purchase procedures should be accomplished to 
the greatest degree possible by the use of imprest funds (as outlined in DOD 
Directive No. 7280.1, dated January 7, 1953); procurement from other Gov- 
ernment stocks; use of local term contracts, use of blanket purchase orders; 
and elimination of formal solicitation of bids where authorized. 

17. With respect to local procurement of nonstandard items, the military 
departments should require prior review and approval (except in emergency) 
at appropriate levels when— 

(a) Any item which is similar to a standard item whose use or procurement 
is not authorized. 

(b) Any item which is similar to a standard item, the issue of which requires 
approval at the central level. 


Part VII—CaATALoGIna 


SUMMARY 


The Air Force agrees with recommendations concerning the cataloging 
program. 
Cataloging 

48. The cataloging of medical, dental, and veterinary items of supply and 
equipment under the Federal cataloging program continue in accordance with 
plans, policies, and precedures of the Defense Supply Management Agency. 

19. Items which are used solely or primarily by the medical services and are 
not included in FSC Group 65 be permanently included as a part of, or supple- 
ment to, the Medical Section of the Federal Catalog. 

50. Items which are used solely or primarily by the medical services and are 
not included in FSC Group 65 be assigned to the medical services for require- 
ments determination, funding, storage, distribution, and issue control even though 
purchase assignment may be given to another agency. 

51. The services of departmental representatives experienced in medical- 
supply operations be fully utilized in planning for conversion from the present 
to the new medical catalog. 
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Part VIII—MAINTENANCE AND REPAIR 


SUMMARY 


The Air Force agrees with the recommendations concerning the maintenance 
and repair program. 
Vaintenance and repair 

52. A greater degree of standardization be attained among commercial-type 
medical equipment. The authority of procurement officers to specify and to 
require the supplying of particular makes and models of equipment should be 
broadened in the interest of standardization. 

53. Upon establishment of the Army and Air Force medical stock-fund opera- 
tions, a standard pricing policy for unserviceable equipment should be adopted 
so that the three services may evolve common cost-price policies for such equip 
ment. 

54. The services give proper consideration to establishment of an apprentice 
ship or cadre system with on-the-job training (as described in the preceding 
analysis) to meet the demand for qualified medical maintenance and repair 
technicians beyond the capacity of the present joint medical maintenance course 
at St. Louis. 

55. The Army, Navy, and Air Force establish minimal dollar value criteria for 
medical spare parts below which activities would not requisition from the depots 
when the desired items are available locally from commercial sources. Imprest 
funds (petty cash) or nonstandard funds should be used locally to effect cash 
purchases of such items. Routine medical spare-parts requisitions should only be 
placed on the depot when no local sources are available or when the items are 
in excess of the minimal dollar-value criteria 

56. The Army system of complete stockage of spare parts in a key depot should 
be replaced by a system that would place stocks of spare parts in each depot. 
Steps should be taken to insure that spare parts stocked by depots are in suffi- 
cient demand to warrant continued standardization and depot stockage. A 
review of issues should be made immediately and at least annually thereafter 
with a view toward dropping extremely low turnover items from standardization 
and discontinuing further depot stockage of same. 

‘7. The system of utilizing military repair shops to supplement available com- 
mercial maintenance and repair facilities should be continued. 

58. The policy of rendering depot medical maintenance and repair assistance 
to stations served should be adopted by all services provided that such assistance 
is only rendered when the maintenance or repair is beyond the capabilities of 
local commercial facilities or when demonstrably more practical and economical 
than use of commercial facilities. 

59. The practice of decentralizing to depot level the responsibility for compu- 
tation of requirements and procurement of low-dollar-value-low-turnover spare 
parts should be continued and further encouraged. 

60. The services should reevaluate the joint program of publishing technical 
operating manuals, spare-parts pamphlets, and catalog listings of spare parts 
considering the cost in time, effort, and money against the benefits to be derived. 

61. The services should continue the policy of procuring high-mortality spare 
parts as part of the end item and packing these spare parts together with the 
end items. 

62. The services should continue the policy of computing replacement spare 
parts requirements and initiating the procurement of same through the Joint 
Procurement Agency concurrently with the procurement of the end item. 

3. The single service medical maintenance support which the Army now 
renders to the Air Force should be extended to include the Navy in the event that 
the Army is assigned single service depot distribution mission in the con- 
tinental limits of the United States. Local Navy commands should avail them- 
Selves of the facilities of the depots and the depot maintenance shops and 
technicians where deemed practical. Such use of depot facilities should be the 
subject of local coordination between the depot and the naval activities served. 

64. The Navy should prepare master schedules of repair to assist depot main- 
tenance shops in establishing the relative priority for repair of items in the 
unserviceable-reparable account. 

65. Arrangements should be made between the services to permit maximum 
maintenance and repair cross-servicing by maintenance technicians at the station 
level for all medical activities without regard to departments 








~~ 
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66. Naval medical maintenance inspection policy should be determined by the 
Department of the Navy. 

67. Army depot maintenance shops should repair, maintain, and rehabilitate 
Navy medical stock in the depot in the same manner as all other stock. 

68. The assignment of the mission and responsibility for medical maintenance 
and repair in overseas theaters should be in accordance with established Joint 
Chiefs of Staff assignments of logistic areas of responsibility to the respective 
departments 

Part IX—MANUFACTURING 


SUMMARY 


The Air Force agrees in principle with the recommendations concerning the 
fabrication and supply of spectacles. The Air Force does not agree with the 
recommendation that the spectacle fabrication system be divorced from the 
medical supply system; nor is it agreed that the two optical shops at the St. 
Louis Medical Depot and the Alameda Medical Depot shall be jointly staffed. 


Manufacturing 

69. The Armed Forces continue to fabricate spectacles for military personnel. 

70. Only the standardized component parts (i. e., frames, temples, standard 
lenses) of spectacles be under the cognizance of the medical supply systems. 

71. Spectacles as end items not be considered as an item of medical supply 

72. The spectacle fabrication system be divorced from the medical supply 
system. The optical shops located at the medical supply depots be under the 
technical control of other than the supply organizations of the medical services, 
in the same sense that a dispensary so located would be under the technical con 
trol of the professional rather than the supply elements of the Surgeon General's 
Office. 

Comment: The recommendations that spectacles should not be considered an 
item of medical supply are not concurred in. Spectacles are a supply item until 
they are dispensed. Technical supervision can be maintained by the professional 
services as it is over all supply items. 

73. There be in the United States 2 military optical shops rather than the 
present 4, at which: 

(a) Spectacles requiring other than standard parts may be fabricated 

(0) Lenses other than standard may be ground and surfaced. 

(c) Spectacles requiring standard parts may be fabricated for nearby service 
populations and for overseas populations not locally serviced by standard units 
(described in the next recommendations). 

74. The two optical shops be those located at the Alameda Medical Depot and 
the St. Louis Medical Depot, and that military billets in these shops be jointly 
staffed on a basis proportionate to the workloads of the respective departments 
The shops located at the Navy Oakland Depot and the Navy Edgewater Depot 
would be disestablished. 

Comment: AF proposes that a single department assume complete responsi- 
bility for the operation of optical shops, including staffing, for the same reasons 
set forth under recommendation 12. 

75. There be in the United States several spectacle assembling units which 
will fabricate spectacles requiring only standard parts. That these spectacle as- 
sembling units shall be established as recommended by a committee appointed by 
the Surgeons General. 

76. There be established a committee of representatives of the three Surgeons 
General whose function shall be: 

(a) To recommend the establishment of spectacle assembly units (for spec- 
tacles requiring only standard parts) throughout the United States where the 
volume of business is such as to warrant such units and where the activities 
concerned cannot be serviced economically and effectively from the depot optical 
shops. 

(b) To assure coordination of all spectacle fabrication units (both depot 
optical shops and spectacle assembling activities) in order to obtain maximum 
utilization of all facilities by all services. 

77. That the optician’s course presently operated by the Army at St. Louis, 
Mo., be expanded to accommodate the training requirements of all the Armed 
Forces, and that the school be jointly staffed by the Army, Navy, and Air Force, 
under Army Command, on a basis proportionate to the student allocation of the 
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respective departments (the student allocation to be determined by the Director- 
ate of ASMMA). 

Comment: Since the operation of an optician’s course for training require- 
ments of all the Armed Forces is similar to the medical technical maintenance 
course operated at the same site by ASMPA, it is recomended that the optician’s 
course be operated also by ASMIP’A or ASMMA, if established. 

78. That the naval optician’s course at the Bethesda Naval Hospital be dis- 
established 

Part X—BUDGET AND FINANCI 


SUMMARY 


The Air Force agrees in principle with the recommendations concerning budget 
and finance procedures, 
Budget and finance 

7%. The Army, Navy, and Air Force maintain their own stock funds for the 
financing of their separate stocks. This concept will be consistent with individual 
departments: eterinination of requirements, ownership, and issue control of 
stocks. 

Comment The Air Force not only concurs in this recommendation and the 
conceptions upon Which it is based, but would be irrevocably opposed to a com- 
mon stock fund for the reasons set forth under recommendation 31, page 11. It 
is further proposed that this recommendation be expanded to indicate that 
each department will perform accounting operations and maintain the necessary 
ledger accounts pertaining to its stock fund 

80. Inasmuch as the Department of Defense stock fund regulations are in 
draft form and not yet approved and published, the Department of Defense 
(Comptroller) furnish direct guidance to the Army and Air Force in the develop- 
ment of their medical stock fund procedures. 

Sl. The Department of Defense (Comptroller) prescribe the capitalization 
level for the medical stock funds of the Army, Navy, and Air Force and outline 
the procedure to be used in computing the level. 

Comment: Air Force proposes that this recommendation be reworded so that 
the departments determine the capitalization levels of the medical divisions of 
the departmental stock funds, subject to Department of Defense (Comptroller) 
approval. 

SZ. The Department of Defense (Comptroller), in conjunction with the three 
departments, establish, insofar as possible, valid and uniform medical materiel 
requirements factors which are acceptable for budgetary review purposes and 
feasible for departmental use in the preparation of the appropriation estimates 
for the consuming activities. 

S3. The Army, Navy, and Air Force, upon completion of annual appropriation 
estimates, furnish the proposed ASMMA with estimated amounts which are being 
requested for consumer procurement of medical materiel from (a) the medical 
supply distribution system, (b) commercial sources at the consumer level. It 

further recommended that, upon congressional approval of the medical de- 
partments appropriations, these estimates be reaffirmed to ASMMA or adjusted 
as required because of congressional reductions or increases. 

84. If a department experiences an unusual rate of loss, above that of the 
other services, wherein the mandatory use of standard prices would adversely 
affect the solvency of the department’s stock fund, the ASMMA Directorate be 
empowered to authorize the department to temporarily suspend standard pricing 
of the item or items where the loss occurred until such time as the loss has been 
recovered and standard pricing can be restored. 

Comment: This recommendation is not administratively feasible because it 
makes possible two or more prices for the same item being shipped and invoiced 
from a single depot, the price depending upon the customer (department) to 
which it is shipped. It will be difficult enough to operate with a single price 
list during the early years because the Air Force and the Army personnel are 
not familiar with monetary supply accounting. If it is necessary to protect 1 
stock fund, it would be much simpler to raise the prices for all, and if profits are 
generated, return them to the Treasury or, in the alternative, accept the loss 
in the capital of 1 stock fund and replace it by a special appropriation. 
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PART XI—CONCLUSIONS 


CONCLUSIONS 


It is concluded that the recommendations of the medical and dental group 
regarding the military medical supply systems are generally acceptable to the 
Air Force except: 

1. Certain recommendations concerning the functions of requirements compu 
tation. 

The Air Force consider this function to be a departmental function and is 
irrevocably opposed to any division of responsibility for the performance thereof. 

2. Certain recommendations concerning the function of stock control. 

The Air Force considers this function to be a departmental function but recog 
nizes the need for proper interdepurtmental coordination and collaboration in 
order to achieve maximum economy. Accordingly the Air Force is prepared to 
participate in the development of a triservice procedure embracing the factors 
and functions set forth in part XII, recommendation 6. 

3. Certain recommendations concerning the function of the distribution of 
medical materiel. 

The Air Force proposes that a single department be assigned complete respons- 
ibility with the assistance of departmental liaison units for the operation of 
the medical materiel distribution system in the continental United States. 

4. Recommendation concerning stock fund operations. The Air Force pro- 
poses that the recommendation for the establishment of separate stock funds 
for each department should be expanded to indicate that each department will 
perform is own accounting operations and maintain necessary ledger accounts 
as set forth in comment regarding recommendation 79. 

In consonance with the above, it is concluded that the present ASMPA, with 
the assumption of certain administrative responsibilities, and the attendant 
budgetary adjustments, will achieve all of the advantages of the proposed 
ASMMA while retaining departmental integrity in the areas of stock funds, in 
ventory control and requirements computation. 


RECOMMENDATIONS 


The Department of the Air Force recommends: 

1. That the present Armed Services Medical Procurement Agency (ASMPA) 
be continued. 

2. That the ASMPA assume responsibility for certain common administrative 
functions such as electrical accounting machine and civilian personnel services, 
and available funds be adjusted accordingly. 

3. That a single department be assigned complete responsibility, with the 
assistance of departmental liaison units, for the operation of the medical ma- 
teriel distribution system in the continental United States. 

4. That each department continue to be solely responsible for departmental 
requirements determination. 

5. That each department will establish and maintain separate stock funds, 
including the necessary accounting operations in connection with such accounts. 

6. That the three departments develop procedures regarding stock control 
operations as follows: 

(a.) Determination of excesses and surpluses within each service which can 
be utilized in filling the requirements of another service on a reimbursement basis 
prior to initiation of procurement instructions. 

(»b) Assistance in filling dues-out by interservice exchange of stock (cross- 
servicing) on hand or due-in on a reimbursement basis. 

(c) Effecting intradepot and interservice transfers of stock by adjustment 
of depot stock accounts rather than by use of transportation facilities. 

(d@) Coordination of surplus disposals so as to obtain maximum utiliaztion of 
stocks within the military services prior to final disposal action. 

(e) Consolidation and coordination of procurement instructions so as to 
achieve maximum effectiveness in phasing of procurement 

(f) Resolution of requests from two or more services for procurement which 
is in excess of industrial capacity production. 

(g) Adoption of a common triservice formula for the computation of con- 
sumption (or issue) rates. 

(h) The development of a common format for recording consolidated stock 
status information. 
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MUNITIONS BOARD REVIEW PROCEDURES 


Mr. Batwan. Presumably, when the Army submits the comments 
to you, then the Board will have to study those, is that right 4 

Mr. Houston. We will have to have additional staff wor ‘k on it now 
me we have the comments in. Those recommendations will be made 
by the staff of the Munitions Board, then will be circulated to the 
as members of the Munitions Board and scheduled for final de- 
cisions at a meeting of the Board after the services have had a couple 
of weeks to review what the Munitions Board staff reecommends as a 
final solution. 

Mr. Batwan. We have a situation where the representatives of the 
Army, the representative of the Navy, and the representative of the 
Air Force are currently studying this independently ¢ 

Mr. Houston. Yes, that is right. 

Mr. Batwan. But it will come to you people, and the Munitions 
Board staff itself will study it and then make a recommendation to 
the chairman ? 

Mr. Hovsron. That is right, on the basis of the comments from the 
three de partments independently. 

Mr. Batwan. That goes to the Board, which is made of assistant 

r deputy secretaries from each department, as well as the chairman ? 

a Houston. Yes. 

Mr. Batwan. That will go back to the departments for a study on a 
secretarial level by each of them ? 

Mr. Houston. That is right, but that will be a coordinated position, 
a consolidated position. It will be a Munitions Board recommenda- 
tion based on comments from the three military departments and 
taking into account all of the problems that are raised by the in- 
dividual services, plus the views of the Munitions Board staff. This 
document will be the Munitions Board staff recommendation to the 
chairman on how the problems ought to be resolved and then it will 
be up to the chairman to make a decision. The chairman, before 
making the final decision, will give the three military departments a 
chance to look over the proposal and bring to his attention any com- 
ments which they have. After the comments come in and if they are 
good the chairman will say “Well, I think they are worth taking into 
account.” If he thinks they would not add to improvement in the 
system, he can reject them. 

Mr. Batwan. The chairman has that power now? 

Mr. Houston. Yes. 

Mr. Barwan. Presumably the Munitions Board is currently study- 
ing the comments of the two services already. 

Mr. Hovusron. Yes, sir. 

Mr. Batwan. So that they are making up their minds now to 
some extent. Since you are the acting chairman of the Muntions 
Board, Mr. Houston, can you tell us what your feelings are about this 
single service distribution system ? 

Mr. Houston. I could not add anything to what has been said by 
Admiral Ring and Mr. Chapman because, frankly, I have not read 
the detailed comments of the two departments who have already re- 
ported and I do not have before me the staff recommendations. What 
[generally do is wait until the reports are in and the staff has had a 
chance to digest them and come up with their comments on them and 
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then at that time I take the problem as a whole and look at it rather 
than try to do it on the basis of the individual services reports. 

Admiral Ring. Could I add one thought to that? When Mr. 
Houston gets the paper, he will accept or reject it. So that position 

paper, whe nit goes out to the Board members for their final attention 

and study, will be a piece of paper which Mr. Houston is prepared to 
support. Obviously, he would not permit a Munitions Board staff 
paper to go out unless he is ready to support it. We will find that 
the Army, Navy, and Air Force staff will either recommend adher- 
ence to or render opposition to a Munitions Board staff proposal 
and what has happened in the past is that often the Army, Navy, or 
{ir Force member of the Board has been moved to support the 
Munitions Board staff paper and, consequently, to reject the position 
of his own advisers. So it is necessary for Mr. Houston’s staff to 
come up with a piece of paper which he, as chairman, is prepared 
to support. 

Mr. Barwan. What is the part that the Joint Chiefs of Staff have 
to play in this matter? 

Mr. Houston. The Joint Chiefs of Staff have very little part to 

play in most of the supp ‘ problems which we have. Our principal 
contacts with the Joint Chiefs of Staff are in connection with the 
otaiiahenen! of eon sxc and not particularly on studies of this 
kind. It is true that the military departments, before coming with 
their recommendations to us, do consult with the military side of their 
services as well as what you might call their supply side. So our 
omments from the services, we assume take into account any of the 
strategic considerations which they may have in the military depart- 
ments. We do not contact the Joint Chiefs of Staff directly on a 
policy of this particular kind. 

Mr. Batwan. That will be assumed to have been done in the first 
part of this study, where representatives of the departments are mak- 
ing the comment. 

Mr. Hovusron. That is correct. 

Admiral Rive. In addition, when the Army report on the med- 

eal and dental sup ply system study project comes in, we will as- 
sume that G4 “ny have consulted as necessary the Chief of Staff of 
the Army, not in his capacity as a member of the Joint Chiefs of 
Staff but in his ¢ capacity as Chief of Staff of the Army. The same 
thing ap P lies in the Navy and Air Force. 

Mr. Batwan. Would the fact that Reorganization Plan No. 6 is 
up influence your taking a stand or coming to a decision on these 
reports, or will there be some marking time to see whether or not 
the plan is adopted Y 

Admiral Rrne. Not as far as I am concerned. I will be ready 
to take whatever action is necessary here as soon as the reports 
are available and I certainly, on any major policy of this kind, 
will consult with Mr. Kyes, Deputy Secretary of Defense, before 
taking final action in view of pending changes, but that will not 
delay our getting a decision because I have been doing that right 
along and I have not noticed on major policies that we cannot act 
just because we are thinking of reorganization. 

Mr. Lanrarr. In that connection, if Reorganization Plan No. 6 
should be approved with an approving resolution and come into being 
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prior to the statutory time, how would your Alameda program and 
the study that has been made and your recommendations come to the 
attention of the New Assistant Secretary of Defense ‘ 

Mr. Housron. Presumably any new Assistant Secretary of De- 
fense who may be brought in will have a period during which he 
will be briefed and brought up to date on what is going on. It is 
just like anyone else new coming in to a new job, there has to be 
some continuity through members of the staff who will be retained 
to assist him in carrying out his responsibilities and in maintaining 
continuity. 


INITIATION OF OTHER SUPPLY STUDY PROJECTS 


Mr. Lanvrarr. Will this be presented to the new Assistant Sec- 
retary as sort of a model operation? It is my concept of this 
whole program that. the medical problem, the medical supply field, 
was selected as a field that would offer some tangible evidence for 
the committee as to what we could do in connection with central 
procurement distribution and distribution of not only medical sup- 
plies but any other common-use items. Is this just a part of the 
overall picture that you are studying? 

Mr. Houston. Oh, yes. 

Mr. Lanvarr. In other words, we will not have to anticipate 
that if we are going to consolidate the distribution and warehousing 
and procurement of other common-use items that we will have to 
go through these 2- or 3-year delays before we can set up such a pro- 
gram. 

Mr. Houston. I will say this, that we are certainly not very happy 
about the length of time it has taken to complete these three 
studies that we have had under way. We have learned an awful lot 
from them and we right now are planning in future studies of this 
kind to do them in a very much shorter period. It will require, how- 
ever, individual studies in a good many other fields. In other words, 
any decision which is made in this medical and dental field will be only 
in that field. Likewise, the final decision on subsistence will cover just 
subsistence and on automotive will cover just automotive and we will 
then go on to all of the other categories and will come up with final 
policies and procedures in each one of those fields. 

Mr. Lantarr. Many of the problems which you are solving now 
with reference to charging appropriations, with reference to forms for 
requisition and with reference to common storage, the problems which 
you are now solving are pertaining to medical supply will furnish us 
with the answers and with reference to other items. 

Mr. Houston. Yes. 

Admiral Rive. There is one thought which might be added to the 
answer that Mr. Lantaff seeks, and it would be this. One of the reasons 
that it has taken us so long to come to a satisfactory conclusion in these 
studies was that we were plowing previously unplowed fields. We 
had no bench marks to go by. We tried to do it by assignment of 
departmental people whom I previously mentioned, devoting 100 per- 
cent of their time in the Muntions Board staff under guidance of a 
Munitions Board staff director. We feel that abstracting the results 
achieved from the medical and the subsistence and the automotive 
studies, that we can develop problem areas which have got to be 
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solved in other commodity fields and lay upon the Army, Navy, and 
Air Force the responsibility for coming up with the answers. That 
will do two things. We think it will get the departments better con- 
ditioned to doing this work. We think it will get the work done faster, 
and we know the departments will be better acquainted with what is 
happening during the process of the study rather than the “ivory 
tower” approach of doing the work with people completely separated 
from the department during the course of a study. We think in other 
areas we can make great use of what has been developed, which was 
the question you asked here, and we think we can get it done faster 
with better particpation by the Army, Navy, and Air Force than has 
been achieved so far. The Army, Navy, or Air Force man who has 
been working on medical supply has not been stating the position of 
the depaitments. It is a tightly knit group using their own best 
judgment. Consequently, the fact we had an Army man working on 
the staff does not mean he has presented the Army views. 

Mr. Lantarr. I have some other questions and I don’t know whether 
you want me to proceed and bring them up at this time or not, Mr. 
Chairman. 

Mr. Rreniman. I would like to complete the Alameda project at 
this time and then, if you have other questions, you can ask them 
and explore them as far as you like. 


SUPPLY PROCEDURES DURING THE ALAMEDA TEST 


Mr. Lanrarr. I would like to ask the staff as to whether or not, in 
connection with the Alameda operation, we have detailed reports show- 
ing levels of supply that were carried at the Army warehouse depot 
and the level of supply that were carried at the Navy depot prior to 
the consolidation into the one effort, and the levels of supply carried 
by the single depot. Do we have those statistics or figures ? 

Mr. Batwan. They have the study on that and it has not been fur- 
nished to the subcommittee yet. Ihave only the conclusions of the re- 
port. They offered it to the subcommittee. 

Mr. Lanrarr. I know on several occasions when we talked about 
consolidation of distribution and warehousing, some of the service 
people pointed out that you would not be able to cut down on your levels 
of supply because if 7 had to carry a 30-day Army level and if you 
had to carry a 30-day Navy level, that when you consolidated the two 
you would not be able to get by with a 45 day level with the two 
services, but you would still have to ¢ arry the same level of supply. 
That to me would be an important thing to find out from this Alameda 
operation. Of course, it was servicing Korea at the time so that i! 
might not give us a good picture. 

Mr. Cuapman. At the time of the Alameda tests, you were still 
serving Navy requisitions out of Navy-owned stock. You served 
Army and Air Force with their own stocks. The test was to deter- 
mine the feasibility of combining the activities and serving them all 
from one place. But we did not disrupt the distribution systems of 
the military services by taking the supply bodily from them and 
giving it to the Alameda depot and let th: at depot issue without owner- 
ship. However, if you had one single distribution agency for medical 
supply where the backup stock and the depot stock was all owned 
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by a single agency who financed it and issued it to all comers, charging 
all comers with the amount of the supplies issued to them, then you 
would be in the position of making some ec onomies in the total volume 
of stock. Just moving the supplies in and consolidating them at 
Alameda wouldn’t make those economies. 

Mr. Lanrarr. Alameda was not a test ¢ 

Mr. Cuarman. It was not a test of a single distribution system. It 
was a test to determine the feasibility and practicality of taking two 
depots adjacent to each other and putting them under one manage- 
ment but we could not disrupt the entire supply systei. 

Mr. Lantarr. In connection with furnishing supplies to Korea, did 
the requisitions for supplies come in from the Far East Command as 
a consolidated requisition, or did each of the services send in requisi- 
tions for their own needs? 

Mr. Cuarman. In the Navy they came from Oakland, Calif., and 
went tothe Alameda depot. The Army requisitions came through the 
San Francisco port where they are edited and screened and then the 
requisitions are sent to Alameda. 

Mr. Lanrarr. In other words, you did not have a consolidated 
theater requisition from all services? 

Mr. Cuarman. No, we do not. 

Mr. Lanvarr. That would be one of the desirable things to accom- 
plish, would it not, as the result of this study ? 

Mr. Cuapman. That would have to be done overseas. 

Mr. Lanrarr. Doesn’t your recommendation contemplate that there 
will be consolidated requisitions from theaters ? 

Mr. Cuapman. Not this study, no. 

Mr. Houston. That will be one of the things which will have to be 
taken into account in the final decision, yes. 

Mr. Lantarr. We are not actually achieving the economies that 

‘ould be achieved because if we still permit 2 or 3 pipelines of supply 
to be continued to be filled up with aspirin, we could effect further 
savings because vou do not have to buy the aspirins to fill up each pipe- 
line into the theater, is that right ? 

Mr. Hovsron. That is true and those are the things that will have 
to be taken into account in coming up with a final recommendation 
on how we handle medical and dental supply in the future. 

Mr. Lantarr. Prior to the time decision is reached, you will look 
into that to see that there is not a duplication of the pipeline effort to 
the overseas theaters? 

Mr. Houston. We will certainly consider those aspects and we will 
make a decision depending on which we think is the most efficient 
way todo it. 

Mr. CHAPMAN. With respect to the overseas side of these operations, 
we have been operating on the basis of attempting to make those 
changes which we consider are essential and working them out in the 
Zone of the Interior, that is the continental United States. before we at- 
tempt a distribution overseas, because many of the problems they have 
overseas may be well cleared up here in the United States. You could 
not very well go over and set up a single line of supply for medical 
supplies alone in Korea without disrupting their activities quite a bit. 
You would have to have them worked out here and on the other 
common use items before you would be able to set up a line for all 
supplies. 
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Mr. Lantarr. The thing that disturbs me is the fact that, to get one 
can of paint to a using agency in Germany we had to procure 365 cans 
of paint, just to get the pipeline filled up. Now, if we have 3 pipelines, 
consisting of the Army, the Navy, and the Air Force, and each one of 
them needs 1 can of paint so that 3 cans of paint can be supplied at the 
other end, under that system they would order 3 times 865 cans of 
paint, just to get 3 cans of paint at the other end of the pipeline. 

When we ended the war, we had more surplus property in those 
pipelines and overseas than we used during the entire 4 years of the 
war. We are hopeful that we may wind up the emergency and our 
Korean operations and our commitments Overseas without a tremen- 
dous amount of surplus property again, I am very hopeful that the 
Board will give very serious consideration, not only to this single 
service procurement and depot warehousing, but consolidating the 
distribution to overseas theaters and to Army areas within the United 
States. 

Mr. Cuapman. I think that the single distribution service itself, 
if we decide to do it right today, wouldn't cure all these troubles, those 
troubles you are talking about. There are many, many other things 
which we are working on to eliminate some of those causes. Some of 
them have to be with the single distribution system, and a great 
many of them do not. Some of them are just weaknesses in the 
operation. 

VALUE OF UNIVERSITY SUPPLY STUDIES 


Mr. Rreni_Man. In view of the fact that Syracuse University made 
quite a study of the Alameda project, I wonder if you would give your 
comment on the value of that kind of study. 

Admiral Rive. We have made a number of studies, of which the 
Syracuse University study was one. We made studies in Washington 
University, the University of Michigan, Stanford Research Univer- 
sity, and Harvard University. I think that the studies were, in gen- 
eral, useful, Mr. Chairman. They were brought about largely as the 
result of the Munitions Board desire for an unbiased and impartial 
examination of single service procurement and its effectiveness. 
We have never felt that single procurement, either assignment 
to any one of the three military departments or assignment to 
a joint agency was of itself the answer to efficiency in procure- 
ment. We feel very strongly that there is a point of diminishing 
return. We feel equally strong that certain commodities render them- 
selves to a consolidated procurement operation better than others. 
We have made a number of purchase assignments. Some of them 
are working very well. Others we think can be made to work well but 
need improvement and we have instructed the department as to what 
to do with regard to improving those that do not work very well. We 
feel that if sound judgment tells us that single procurement has not 
worked well, and if sound judgment tells us we cannot make it work 
well, that we ought to be willing to face the facts and recommend 
the recision of that assignment. 

Specifically to your question, I think we have made enough studies 
of the effectiveness of single assignment to prove some of the state- 
ments I have made. 

The National Security Act provides for a single assignment to the 
extent practicable. This is not just the making of assignments so that 








5S MILITARY SUPPLY MANAGEMENT PROGRAM 

when you have got everything assigned you have done what the 
Congress wants. I don’t think the Congress wanted that. I do not 
believe we will need any more studies along the type of Syracuse or 
Washington or Michigan studies in the area of procurement. I am 
not saying that there might not be other areas. Admiral Fowler made 
an inspection study through Stanford Research Institute. 


PAINT SUPPLY Si UD) 


Mr. Rregiman. What was the result of the Harvard University 
study 4 

Admiral Ring. On paint / 

Mr. Rieuitman. Yes. 

Admiral Ring. The Harvard study on paint pointed up many things 
that required correction. The Department of the Navy, without wait- 
ing for the Munitions Board, made many corrections pointed up by 
the Harvard study. 


NEED FOR ADDITIONAL STUDIES 


Mr. Riruvcman. I take it from the statement you have made that 
regarding any of the other studies that will be made with respect to 
single procurement and distribution, there will not be the need to 
employ the services of any university to make a previous study, is 
that right ? 

Admiral Rine. I was trying to tie my answer to the field of pro- 
curement. You added distribution. I would prefer to say that these 
were procurement studies by the universities, proc urement effective- 
ness studies, and I do not think we need any more of those. I would 
rather not box ourselves up by saying we do not need any more 
university studies in any of the allied fields. 

Mr. LANnTAFF. Some body has made a statement that there are now 
so many studies being made out at the universities that a university 
is being ee? d es study of the studies. 

Admiral Rive. If so, it is not under the Munitions Board. 


SUPPLY STUDY COST 


Mr. RrewtmMan. Does your Department have any idea of the cost 
of these studies ? 

Almiral Rivne. Yes, sir: I have a file of the figures here which I 
think is correct. Would you like the cost of the individual studies, or 
the total ? 

Mr. Rrenuman. Yes, I think it would be very helpful if they were 
broken down. 

Admiral Rine. I will read these off. The study of paint made by 
Harvard University was $23,440. 

The tank automotive study made by the University of Michigan 
was $32,496. , ; , 

The study on construction, mining, and excavating made at the 
Stanford Research Institute was $31,800. 

The study on medicine made by Syracuse University was $45,500. 

The study on subsistence made by the University of W ashington 
was $43,209. 
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The total of all those studies amounted to $176,445. 

Mr. Rrewitman. Do you have any other questions, Mr. Lantaff? 
Mr. Lanrarr. Not at this point, Mr. Chairman. 

Mr. Rirenitman. Mr. Poff, do you have any questions? 

Mr. Porr. No questions. 

Mr. Rreniman. Mr. Ikard, do you have any questions? 

Mr. Ixarp, Not at this point. 

Mr, Lantarr. Mr. Chairman, I do have another question. 

Mr. RienitMan. Yes, you may proceed. 


ADVANTAGES OF UNIVERSITY STUDIES 


Mr. Lantarr. What is the practical advantage of having a study 
made by a university which, I imagine, goes essentially into a prob- 
lem from a theoretic al Sti undpoint, does it not ? 

Admiral Ringe. At the time we undertook the studies, there was 
some feeling in the minds of the three military departments that 
we would get from these organizations a completely impartial and 
objective analysis of the problem. 

I think that had we had the Munitions Board staff do it, the De- 
partments might have been less willing to recognize staff objectiveness 
on the final recommendation than it would have been if it had come 
from an outside group. In connection with the paint study, the fact 
that the Department of the Navy was willing to accept those recom- 
mendations and make the corrections without waiting for Munitions 
Board action is, I think, proof that their answers were completely 
objective and without the bias that might have been attached to a 
Munitions Board staff recommendation. 


ACTION ON THE PAINT SUPPLY STUDY 


Mr. Lanrarr. Was the paint recommendation by Harvard followed 
completely | ry all services ¢ 

Admiral Rrva. The paint recommendation made by Harvard was 
not followed complete i“ by all services, no. Ido not have a copy of the 
study to tell you whic hh ones were uecepted and which ones were re 
jected. The Harvard recommendation, for instance, was either make 


these corrections or rescind the assignment. As far as I am concerned, 
paint still lent itself to single assignment and I was not willing to 
accept a recmmendation that we rescind. In other words, the assign 


ment was not working well, and corrections were made. i am quite 
certain in saying that we did not accept all of them. 

Mr. Lantarr. As I recall, some of the criticisms against the serv- 
ices was the widely varied specifications promulg: ited by each of the 
services for paint designed to be used for essentially rg alten purpose. 

In that connection, specifications specifically, and have those cor 
rections been made in order to standardize specifications or are we 
still worrying about that ¢ 

Admiral RING. I would have to check with the Defense Supply 
Management Agency on that. I know that work is going on. 

Mr. Lanrarr. I think that was one of the things that attracted the 
committee’s attention at first to that matter. 

Mr. RreutMan. Yes, that is correct 
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Mr. Lanrarr. As I recall it, the cost of paint was run up because 
of certain specifications that were insisted upon by one service, and 
another service did not require those specifications at all but they 
were used for the same purpose. 

Admiral Rive. In the whole field of specifications, not only the 
getting out of good military specifications, but the extension from the 
military field to the Federal field is something a good deal of work 
has been done on. 


LOCAL PURCHASING 


Mr. Lanrarr. The question of distribution was mentioned earlier. 
There was considerable talk about utilizing private distribution sys- 
tems as much as possible. I was sadisalasks interested in the fact 
that an airbase in New Mexico, where the local procurement officer was 
given the authority to obtain bids from local spare parts distributors, 
that he was able to cut down his level of supply from 30 to 15 days. 
We saved warehousing and distribution costs, packaging costs and ad- 
ditional local procurement costs were probably infinitesimal. Is there 
any study on that? 

Mr. Cuapman. We are in the process now of developing a Defense 
Department directive to the Military Department to establish the 
criteria under which they will make the decision of whether or not it 
shall be part of the pipeline or under local distribution methods. In 
other words, whether it will be a local item of stock or in the military 
service supply system. 

Mr. Lanrarr. Certainly that should be considered in connection 
with this whole field of medical and dental supply. 

Mr. Cuarman. Oh, yes; everything except technical military items, 
procured for that purpose, those that are for combat purposes. 

Admiral Rrne. The Air Force is currently engaged in a study of 
how many common use items it can purge from the Air Force system 
and depend upon, the General Services Administration or commercial 
distribution channels, and there are many, many thousands of items 
they are working on. 

The Department of the Navy: the last information I have from the 
Navy, is that on several thousand—not as many as the Air Force— 
several thousand common use items, the Navy thinking currently is 
that it is not necessary to continue these items in their supply system, 
but get them through local purchase. 

The Army is doing the same thing. The process is one of trying 
to find out the items and types of items which each department thinks 
it can eliminate from its supply system and get from local supply 
sources. 

The Air Force for some time has been depending upon local com- 
mercial channels instead of stocking massive quantities of automotive 
spare parts. AJ] three departments are actively engaged in this work. 

Mr. LantarF. Is that being monitored by the Munitions Board ? 

Admiral Rina. Yes, sir; because, in connection with the relation 
between the Defense Department and the General Services Adminis- 
tration, that is a function of the Munitions Board and we are at work. 
1 would like to ask Mr. Chapman, when do you suppose you will have 
that paper out on that? 

Mr. Cuarman. Very soon. 
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Mr. Lanrarr. That is all on these items that all three services will 
acquire locally. 

Mr. Cuapman. It does not require them to buy locally, but est ab 
lishes a criteria. I think Admiral Ring mentioned the activity of the 
Army. Their plan is a supply variant. Their plan, as they worked 
it out, is that at the distribution depot point they will maintain a 
minimum stock of commercial items, and they will go to local sources 
and buy whenever they get the requistions in. They will maintain 
a minimum stock, depending on how long it takes them to get supplies 
out of the local hardware stores. 

Mr. Lantarr. Vast savings can be effected in that type of opera 
tion, and I think this committee wil] be interested in your paper when 
it comes out, because it certainly will cut down all this procurement 
redtape from this level, on packaging, transportation, warehousing 
needs and levels of supply. 

Mr. Cuarman. A good deal of it. 

Admiral Rine. Yet, of course for a depot having stock responsibil 
ity, if it happens to be a depot called upon for overseas shipment, it 
will still be necessary for a portion of that stock to be packaged for 
overseas shipment. 

Mr. Lantarr. The thought I had in mind was, say, the Navy sta 
tion at Miami, Fla., if the hospital needs some mercurochrome and 
gauze and aspirin tablets and band aids, why they could not obtain bids 
from the local distributing sources through south Florida rather than 

requisition them from Atlanta. Is that bei sing considered as to whether 
or not that could be done cheaper ? 

Mr. Cuapman. I know that the Army is making a considerable 
analysis of that problem to determine which items ‘they can get on 
schedule without bids at all, where you have a standard price. I do 
not think it is a formal study, but they are gradually working out ideas 
that they can buy items that way. 

Mr. Lanrarr. There has been no comparative cost analysis pro 
gram of buying an item in a local warehouse for delivery in Miami, 
‘la., as compared to getting it from Atlanta, Ga. ? 

Mr. Cuapman. That is right, as far as I know; no study has been 
made on that. 

Mr. Lantarr. It seems to me that would be a field to explore. We 
might as well take on one more study. The Universities of Florida 
and Miami, I notice, don’t have any program. 

Mr. Rrenuman. It might be possible to get that assigned to the 
University of Miami. 

I have other questions, Mr. Ikard has other questions, and I think 
the staff has other questions, too, but because of the hour and the fact 
that we have an executive session at 2 o’clock this afternoon, we will 
have to adjourn at this time with the hope that you may be able to 
come back for an hour or 2 some time later this week, if possible, to 
clarify some of the points that we want clarified before we close the 
hearings. 

J deeply appreciate your coming up and testifying this morning. 

We will adjourn until 2 o’clock this afternoon in this same room, at 
which time we will have an executive session until 3 o’clock. Then we 
will continue under open hearing from then on this afternoon, 

(Whereupon, at 12: 17 p. m., the hearing was adjourned until 2 p. m. 
the same day.) 
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AFTERNOON SESSION 


The subcommittee met, pursuant to call, at 2 p. m., in room G-53, 
in the Capitol, Hon. R. Walter Riehlman, rt uirman of the subcom- 
mittee, presiding. 

Present: Hon. R. Walter Riehlman, Richard H. Poff, and Frank 
Ikard. 

Also present: Representative George Meader (R., Mich.) ; Michael 
P. Balwan, staff director; Paul J. Cotter, chief counsel; Ray Ward, 
staff director of Subcommittee on Intergovernmental Relations; 
Robert Morris, assistant counsel; and Lewis Lapham, staff member. 

Mr. Rreutman. The subcommittee will come to order and we will 
resume the hearings that were started this morning. 

This afternoon we have the distinct honor of having with us the 
oe Earl D. Johnson, Under Secertary of the Army; Hon. Harold 

Pearson, Deputy Under Secretary of the Army; and counsel, Mr. 
2 L. Saltonstall, Jr.; and now if you will give me again the name 
of the other distinguished gentleman—— 

Secretary JouNnson. Jolin Slezak, Assistant Secretary of the Army 
(Materiel), the man who will be working in the supply management 
end much more. I was in the same capacity in the last year. 

Mr. Rrenitman. We are happy to welcome you here, sir, and we 
will probab ly see much more of you as time goes on. 

Now, it is my understanding that either Mr. Pearson or Mr. Johnson 
has a statement that they would like to make to the committee. 

Secretary JOHNSON. Yes sir; I have a statement right here. 

Mr. Rrentman. All right, sir, if you will proceed, please. 

Secretary JoHnson. Mr. Chairman and members of the committee, 
I take it I can read this part of it? It is not too long, and it is double- 
spaced. 


Mr. Rrewiman. Yes, sir 


STATEMENT OF EARL D. JOHNSON, UNDER SECRETARY OF THE 
ARMY; ACCOMPANIED BY HAROLD L. PEARSON, DEPUTY UNDER 
SECRETARY OF THE ARMY; JOHN SLEZAK, ASSISTANT SECRE- 
TARY OF THE ARMY (MATERIEL); AND JOHN L. SALTONSTALL, 
JR., COUNSEL 


Secretary Jonnson. I understand from the chairman’s letter to me 
that you are principally interested today in learning something about 
the (rmy’s eurrent problems and programs in the field of supply 
management. Accordingly, I have prepared a brief statement on this 


SI bject and, v ith your permission, will read it. 
SCOPE OF THE ARMY SUPPLY SYSTEM 


At the outset I should like to place these matters in proper perspec- 
tive by giving you some idea of the magnitude of the Army’s supply 
system. 

Within the continental United States the Army has 73 depots which 
contain about 365 million square feet of floor space, about half of 
which is covered. The depot system employs approximately 170,000 
people, oO P which approximately 6,000 are military. The annual oper- 


ating costs for the depot Ss) stem has been runn ng about S940 million. 
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That is a sum which exceeds the combined cost of clothing and feeding 
the Army. 

In this depot system about 19.3 million short tons of materials are 
presently stored. As of June 30, 1952, the Comptroller General esti- 
mated that the value of that portion of this de pot inventory which 
belongs to the Army was $12 billion. That is, $12 billion is the esti 
mated value of the proportion of the 19.3 million tons which belongs 
tothe Army. Actually, on a physical tonnage basis I would say that 
somewhere between 50 and 60 percent, 50 and 55 percent of the tonnage 
belongs tothe Army. Add to this the value of the inventory of goods 
in the depots which the Army Is storing for the Navy, Marines, and 
Air Force, plus the goods on order and subject to receipt by the depots 
and one arrives at a total of about $35 billion worth of goods. Some 
idea of the magnitude of this inventory is perceived by comparing it 
with the total value of inventories of all manufacturers in the United 
States, which was recently estimated in the Wall Street Journal to be 
approximately $42 billion. 

Now, tremendous as this inventory is, it is only a segment of the 
whole; as I pointed out, this is 73 depots in the United States that 
have this amount. The figures mentioned thus far apply only to those 
depots in the continental United States. They do not include the 
inventories in stockrooms at posts, camps, and stations in the con- 
tinental United States, nor do they include the substantial inven- 
tories overseas in the extensive depot system there. According to esti- 
mates, the value of inventories in FECOM and EUCOM depots prob- 
ably reaches half the total value of inventories in continental United 
States depots; in other words, United States, $35 billion, and add to 
that 50 percent, or $17 billion overseas. 

It is thus clear that you exceed the total value of all inventories of 
all manufacturers in the United States. This is probably the largest 
inventory ever assembled within any single organization, and it 
presents, therefore, the most monumental task in the field of supply 
management ever to confront a single institution. 


STOCK CONTROL 


Having thus given you some idea of the magnitude of the problem, 
let me now give you a brief summary of the program that the Army 
is pursuing to see that its vast store of goods is properly handled. 

I shall mention first those devices that are designed to prevent the 
buildup of excess stocks in depot inventories and then the program 
we have developed for timely elimination of surplus stocks already 
on hand. 

Right here let me give vou the definition the Army uses to dis- 
tinguish between excess stocks and surplus stocks. They are definitely 
two different categories. Excess is that Army property which is not 
required for our needs or the discharge of our responsibilities as deter- 
mined by current criteria. Surplus falls in that category for which 
no agency of the Federal Government has a need in the discharge of 
its responsibilities and, therefore, can be disposed of. 

Now (a) imposing stock ceilings. For sometime all Army depots 
have been subject to a regulation that prescribes a 90-day supply 
ceiling on authorized stock levels except when specific authority to 
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deviate from that 90-day level is given, and that specific authority 
stems fro mthe G4 and the Assistant Secretary for Materiél’s Office. 

In September 1969, I acted to insure more strict compliance with 
this regulation by imposing a form of embargo on the procurement 
of those nonmilitary items the stocks of which exceeded the authorized 
levels, that is, exceeded that 90-day level. It is estimated that this 
procurement embargo will result in the Army buying in fiscal year 
1953, the period ending June 30 of this year, approximately 330 
million less than it would otherwise have bought. 

Besides saving procurement dollars that would otherwise be spent 
on supply for which there is no immediate need, this program will 
make more warehouse space available without additional construction, 
for obviously as we live off our inventories the stocks and space they 
occupy are reduced. 

A few ex: amples j give striking illustration of the results of this pro- 
gram. Within the past 6 months or so, depot stocks on hand plus those 
due in from procurement have been reduced from 37 million bars to 21 
million bars in the case of ordinary issue soap; in other words, from 
37 to 21 million, that is about a 40-percent reduction; a reduction from 
23 million rolls to 11 million rolls in the case of toilet paper; and 
from 15 million cakes of floating white soap to 2 million cakes. In 
other words, we believe that by reality imposing a rigorous control of 
authorized stock levels we will be able to reduce this type of com- 
mercial item downward very substantially, and I would like to cover 
another point on that when we get a little bit further along. 

There is currently under study a plan designed to increase the ef- 
fectiveness of stock ceilings by holding individual depot commanders 
responsible for excesses; the fellow on the job that sees that he is 
exceeding the authorized stock level should be held liable. Army 
personnel have long been accustomed to being held strictly accountable 
for stock deficiencies that rendered them unable to meet requirements ; 
the new plan would hold the depot commander accountable for the 
equally costly mistake of oversupply. 

Now, on this appraisal of the overall situation, the Army and the 
military, not just the Army, of course, has had a problem of feast 
and famine on appropriations. I think everybody knows that some- 
times a wave of economy sweeps in and then the services are cut down 
below the fat into the muscle, and the next time when they have a 
chance to get some money and get some stores stashed away there is a 
natural tendency to ove rbuy so as not to be cut on the next economy 
move to the point where it actually cuts muscle. 

Now, who is responsible for that? TI think the public is responsible 
for it; Congress representing the public carries the torch, and under- 
standably so. We civilians, understandably, cut it further because we 
are being put on the spot to reduce costs. In some ways I think the 
country would be an awful lot better off if we could have the assurance 
of a more orderly flow over a longer period of time than a 12-month 
period. 


OPEN-END AND CALL-TYPE CONTRACTS 


The next point T would like to cover is open-end and call-type con- 
tracts. A principal factor contributing to the tendency of excessive 
Army stocks is the long procurement lead time required to replenish 
stocks. Ordinarily the replenishment machinery is not set into opera- 
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tion until stocks have begun to break, and even then there is a long 
process involving, (@) determination that replenishment is necessary ; 
(6) decision as to quantity to buy; (¢) issuing procurement directives ; 
(d) publishing invitations for bids; (e)evaluating bids; (f) negotiat- 
ing contracts; (g) assembly of raw materials and production 
facilities by contractors; and then, (A), I might say there is a small- 
business man who come in and says, “Well, I am to be given preferen- 
tial treatment,” or (7) somebody else comes in and says, “Well, I am 
in a depressed labor area and I want preferential treatment,” and all 
those add to lengthening out the replenishment lead time. 

This long lead time involved in this procedure compounds the prob- 
lem, for while the depot that originally had a shortage waits for the 
replenishment its stocks become exhausted and it draws stocks from 
other depots. This practice leads depots to carry stocks to meet these 
demands from other depots in addition to the expected demand of the 
installations which they normally supply. These interdepot ship- 
ments, of course, become a costly transportation affair, and we have 
turned our eyes on them and I think we have made some real progress 
in reducing them. 

To eliminate the long-term procurement lead time which is a major 
cause of the excess stock and the expense of interdepot shipments, the 
Army has begun to utilize open-end and call-type contracts. Under 
such contracts the depot commander places his requisition directly on 
the manufacturer without going through the process of awarding a 
new contract. Of course, under a call-type contract the manufacturer 
plans his production schedule to conform to the timing and quantity 
needs of any Army-using agencies. 


DIRECT SHIPMENTS FROM CONTRACTORS TO USING ACTIVITY 


The next point is direct shipments from contractors to using agen- 
cies. In addition to holding down to minimum levels those stocks 
which must be in depots available for issue, it is in certain cireum- 
stances desirable not to have the goods pass through the depot at all. 
Thus, instead of having goods shipped from a manufacturer on the east 
coast to a depot in the center of the country, thence back to a using 
installation on the east coast, it is sometimes practicable where the 
using installations’ requirement and completion of manufacturing 
come at about the same time, to have the manufacturer ship directly 
to the using installation without ever going through a depot system. 
Estimates are that over 10 percent of our shipments could be handled 
at a substantial saving of transportation cost and warehouse space. 
Some progress in this regard has already been made. 


STANDARDIZATION 


Next, standardization. Another important feature of the Army’s 
efforts to prevent the buildup of excess stocks is our standardization 
program. It is obvious that if our men in the field are forced to cope 
with many different makes and models of the same piece of equipment 
the inevitable results will be confusion and waste—waste of manpower 
at supply depots and repair shops, waste of equipment for which parts 
are not readily available, and waste of money through the buildup of 
otherwise unnecessary stocks. 
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The Army’s progress in implementing its standardization program 
has not been as Vr upid as I hoped it woul 1 be, and it has been slowed 
down to some extent in recent weeks by the desire of other committees 
that we suspend some of our standardization efforts pending its 
inve stigation. 

Parenthetically let me remark that I believe that the circumstances 
of which I speak are largely due to misunderstandings which I hope 
we can clear up when we appear before the subcommittee involved 
tomorrow. 

As recently as 7 months ago Gen. Mark Clark, commander in chief 
in the Far East, wrote the Chief of Staff pointing out that among 
other items there are 21 separate makes and models of truck-mounted 
crane shovels in his theater alone. We are obliged under the circum- 
stances to stock complete sets of parts for each of the 21 types of crane 
shovels, not only in the forward areas where the crane shovels are 
being used but in central and intermediate depots all over the world. 

By statute two types of standardization are permitted. These types 
may be termed design standardization and single supplier standard- 
IZation. 

Desion standardization is, of course. the process by which a single 
specification is developed for use in all procurement of a given item, 
and single supplier standardization involves the designation of one 
manufacturer from whom all supplies of a particular item or model 
will be acquired. 

I mig cht point out that the task of choosing between standardizing 
on the design or on a supplier in a particular case presents many per- 
plexing problems. Theoretically, design standardization is the easier 
and less controversial course—that is, the single specification process— 
especially if proprietary rights are not involved. But, in practice, it 
usually takes so long and involves so much expense to standardize on a 
single specification that standardization on a single supplier is indi- 
cated, if only as an interim measure. 


SURPLUS DISPOSAL 


Disposal of excess and surplus property: Now, again, this defini- 
tion and distinction between excess and surplus has to be kept in mind. 
In addition to the problem of preventing accumulation of excess stocks 
which I have just discussed, there is the equally critical problem of 
what to do with excess and surplus property already in the depots. 

The first step in clearing such stocks out of the depots is to ascer- 
tain which items are excess _ to so declare them. This process in- 
volves screening at three levels, by the Army and by the Department 
of Defense through a Navy-operated office—the Navy is the executive 
agency which clears between the other services—and by the General 
Services Administration. 

I might explain that excess property becomes surplus property at 
the moment at which it can be sold to the public in accordance with 
GSA rules and regulations. We calculate that as of June 30, 1952, 
about $4 billion worth of Army property in i‘s depot inventory was 
nonissuable and that about 20 percent of the total issuable tonnage 
was excess stock, subject to disposal. 

Now, we have to carry this as excess stock until we are told it is 
surplus, but as soon as we are told we can dispose of it, it goes in sur- 
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plus and we get rid of it, and, as I told you, surplus is considered to 
be something there is no foreseeable use for. 

The acquisition value of this stock subject to disposal was something 
like $2.5 billion. Our fieures for fiscal vears 1951 and 1952 show that 
during those vears a total of S219 million worth of excess property 
was redistributed within the Army. ‘That is where one technical serv- 


ice said, “Well, I don’t need this,” and the next technical service said, 
“We can use it if you will make it available to us’—shifting accounts 
within the Army. So $219 million worth of property has been shifted 
around that way so we did not have to buy the stuff on the outside. 
Sixty one n lion dollars worth was transferred to other ederal 
agencies without reimbursement to the Army, that is, such as from the 
Air Force to some other Government department ; $15 million worth of 
Army property was donated by General Services Admiistration with- 
out reimbursement to the Army; that is, the General Services Admin- 
istration can give so-called surplus property to educational institutions 
and State-operated institutions. 

Mr. Rireutman. That, of course, was declared surplus? 

Secretary Jonmnson. Yes; it was channeled through, across the 
board. They would see if other services needed it, other departments 
needed it, and if not, it was finally made surplus for other institutions 
of the kind I mentioned. 

About $12 million worth was abandoned or destroyed. Now, some 
of this may have been deteriorated material. 

Mr. RrenuMan. Off the record. 

(Discussion off the record.) 

Secretary Jonnson. In all, $88 million worth of Army property 
was transferred without reimbursement or given away. During the 
same 2 years the Army sold $308 million worth of property for $21 
million. That is $308 million in terms of acquisition cost. In other 
words, on the salavage market we recovered approximately 7 cents 
on the dollar. 

Mr. Ikarv. Could I interrupt you just a minute, sir. Did I under- 
stand you a moment ago to use the ficure of 4 billion worth of sur- 
plus or excess property that had an acquisition cost of $21% billion, 
or weret hose floures reserve / 

Secretary Jomnson. No; $4 billion worth of Army property in its 
depot inventory was nonissuable and 20 percent of the total issuable 
tonnave Was excess stock. Now. the excess tonnage, the 20 percent has 
a value of about $2.5 billion. 

Mr. Ixarp. I just missed that. 

Secretary JOHNSON. $2.5 billion is the figure we could dispose of 
and we could loosen up our warehouse space by that amount. That 
is what it amounts to. 

During the same 2-vear period, 1951-2 fiscal years, the Army sold 
S308 million worth of property for Sv million, a recovery of approx 
mately 7 cents on the dollar. The proceeds of these sales POaAS A direct 
credit to the United States Tr asury, with the Army being reimbursed 
for only part of its out-of po ket costs of packing and shipping. 

Here I would ilke to point out an anomaly. I gave you figures 
of $35 billion of Army equipment, and so forth, in depots, including 


goods due in: then the $17 billion in the goods overseas, FECOM and 
SUCOM, so it brings you up to around $50 billion. 
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Now we are engaged in something I think is very significant. One 
of the reasons why I want to get this surplus property out of our 
hands and loosen up the ware shousing space is that we have an appro- 
priation of between $400 and $450 million a year for research and de- 
velopment. The prime purpose of that research and development 
expenditure can probably be said to make absolete all the inventory we 
have, so that if we are successful in our R. and D. effort we are going 
to be adding to this surplus. Therefore, we have to have an efficient 
currently operative continuing means of getting rid of surplus prop- 
erty. It is absolutely essential if we are going to meet our problem 
without building additional warehouses to store additional inventory. 

The Army has concentrated its efforts on speeding up the screen- 
ing process and by energetic application has sharply increased the 
rate at which it has declared stocks excess to its needs. The other 
screening agencies have been wholeheartedly cooperative, that is, the 
Surplus Material Division at the Department of Defense level, and 
GSA, but have handled their processing so far at a slower rate. Thus, 
some arrangement whereby the capacities of these agencies may be in- 
creased seems called for. 

Now, our problem is that we have to take this up with the Office 
of the Secretary of Defense. They are in the process of restructur- 
ing their organization and are acutely aware of what our problem 
is. We are just waiting for that structure up there to be crystalized. 
Then we can move more rapidly, 1 am sure. Iam sure that one of the 
improvements they are going to effect is in this field. 

Mr. Rreuuman. Concerning one of the processes handled now by 
GSA and the Navy, the screening process, how long would it take them 
to screen what they have and dispose of it ? 

Secretary Jounson. First of all, I think we should have a chart of 
the action being taken by the Army—the curve of excess declarations 
by the Army comes along like this, and then goes up. It has been 
skyrocketing since September , Which is when we really turned the 
heat on. If you take it for the past year it wouldn’t be so much, 
but if you take it at the present rate then it will still take you years 
to go through the present amount of surplus property that we feel 
is in the depots. The system is too cumbersome, and I think the 
Department of Defense is fully cognizant of that. 

Mr. Rrexi~man. What do you mean by } years, Mr. Secretary? Do 
you have any idea of the number of ye: 

Secretary Jounson. Oh, it will take more than that. I made some 
computations, but I hesitate to use the figures because I do not have 
too much reliance on them. Also I should point out that while they 
are still a pretty new team, the new team, I think, is very sensitive 
to this and is working right at it. Therefore, I think these figures 
probably have a distorted significance, but at the rate we are going 
it would be over 10 years, in my opinion, 10 or 11 years. 

Mr. Rrenitman. At the rate you are going; you alluded to the up- 
trend and upswing? 

Secretary Jonmnson. That is right. 

Mr. Rrentman. That can be cut down considerably ? 

Secretary Jounson. That can be halved, and with the proper struc- 
turing at the Department of Defense level the way they are moving 
now—and I am speaking now on something that is a little bit beyond 
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my province since I can’t speak for the Department of Defense. But 
the w: Ly they are moving now, and with the cooperation I am sure they 
are going to get from General Services Administration—I can’t take 
them out of the picture—I think they can pull that down, oh, it is 
just a guess, but I would say that with dynamic pressure behind it 
and an unrelenting determination, there is no question but they can 
do it in 3 years. 

Mr. Rirutman. Well, this might be a bit off of the subject that we 
are interested in, but still it affects the economy of our country. What 
study has been made in respect to the effect of these surpluses being 
thrown onto the market? Has there been any at all ? 

Secretary Jounson. To my knowledge, I don’t know just what 
has been done in that regard. There are many ways of handling this 
and cushioning the shock. Frankly, much SZ this material has only 
scrap and salvage value, you see; some of it is accumulation from 
even pre-World War II. ‘When you have th: at situation there is very 
little likelihood that much of it will be used, and some it will be strictly 
scrap. 

Mr. Rizu_mMan. Just recently when I was in Schenectady at one of 
the depots up there we had an opportunity to observe one of their 
large warehouses and see a demonstration, and during the demonstra- 
tion I papers to notice rough boxes stored on one side as far as I 
could see. I asked the colonel in charge just exactly where those were 
shipped, if he had lots of requests for those and what the need was 
for the surplus in that area, and he said, “Well, frankly, Congressman, 
there won't be any of these used. These have been scarred; there are 
certain marks on them and they are absolutely useless. I would not 
dare send one of these out.” 

I said, “What are you keeping them here for?” 

Well, he had no answer. He said they had been sent to them to 
warehouse and store, and here they are. 

I don’t know how long they had been up there, but they took up a 
tremendous amount of space in the warehouse. They were certainly 
surplus and had never been used, and I presume this situation is 
duplicated hundreds of times throughout the country. 

I don’t know what use you could make of them even as salvage; I 
don’t know if the lumber in those boxes could be used or what use 
could be attached to them. 

Secretary Jounson. No; I think that it won’t be too much of a 
shock to the civilian economy because the great bulk of this stuff is 
stuff that has a very secondary use. 

Mr. Rreutman. Well, I think there is another problem that many 
members are a little bit fearful of, and which we have observed before. 
Much of the surplus in some years past that was disposed of fell into 
the hands of pretty sharp people and the next thing we knew the 
Government was turning around and buying the same equipment back 
from them and paying a good price for it. 

Secretary Jonunson. I “think that is the fear here. I have many 
cases in mind, tools, for instance, that found their way back in and 
we repurchased those tools. Now, I would not say that in an opera- 
tion as big as we are talking about some of those cases won’t show up. 
I just cannot believe that we can do it perfectly enough to avoid it 100 
percent. 
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Mr. Pearson. I think we must have courage enough to make some 
d risk making others. Weak men would run away from 
problem when strong men would face up to it. If we run from 
vill have to build additional warehouses. We spend S940 
a year operating depots, pushing dead ducks around instead 
( personnel in their capacities and abilities to handle live things 
trol things in the wavy thev should be controlled. The least 
ve thing we could possibly do would be to make some mistakes 
! hat Sense . 
Mr. SurzaKk. It is like having what some people call an attic philoso- 
| j 1e 5 decide to put some thi g in the attic and pretty soon there 


are not enough attics. Rather aca take a chance on destroying some- 
thing valuable they will put it in an attic. 

Mr. RreuimMan. I think Mr. Pearson’s statement is true. I am not 
objecting at all to the position you are taking, I want you to know that. 
I presume that the type o1 equipm ent. and the tools that we might 
have in excess at the present time sai not be of very muc h use or 
value at some later date, as following World War II, when immedi- 
ately we had to step back in al d procure tools. We had that experi- 
ence in the last few years. 

Secretary Jounson. Everybody has to remain sensitive to the fact 
that the demobilization following World War II, whether it was de- 
mobilization of men or production facilities or equipment, was not 
really thoughtful. It was an emotional exercise, and we moved with- 
out making adequate provision for what it was going to do to us dol- 
larwise if we had to st: art up agi iin, what it was going to do to the 
economy, What it was going to do to the world at large if we unloaded 
all of this stuff on it. I a we have to be sure we don’t get into 
all that at this time. 

Mr. Rieniman. I appreciate your statement, sir. We have to meet 


t} ol 1k ‘tively and have courage to deal with it. We have had some 
expe e in the last fev yeal Inve tigati go t Us W iLrehouse problem 
tive N on, a iw have me icle 1 of the billions of dollars it 
} ime. and in view of what we are building 
thing is « etod Spo f the urpluses we are going 
+}, mnothe oreat construc 10) program for ware s+housing 

Natio} d T don’t thin! ' a | 


Mr. Pearson. We can get a pinch of the flavor of that when we stop 
to realize that the Army has more goods on order now than it has 


t | C ed in thy Zl depot svstem which is itself how crowded 
I tel n : 
Mr. RieuimMan. I am sorry that I interrupted at that point, but—— 
WHEN IS RESEARCH TERMINATED AND PRODUCTION BEGUN ? 


Mr. Ixarp. If I might continue the interruption just a moment here. 
This isn’t exactly on the topic of this problem, but you mentioned a 
moment ago about the difficulty or alertness you h: ad to maintain on 
account of the research and de velopm nt because of continually mak- 
ing everything vou had obsolete, which is very true. What kind of 


liaison is there between the people that control your stocks on hand, 
the people that are developing new ones; has there been a tendenc yo 
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I don’t want to give you a double-barreled question here—but 
there been a tendency to never standardize, which might have been 
costly 6 

Secretary Jounson. This could well 
forever, waiting for the perfe tL, Vou see, but— 

Mr. Ixarp. I know, but in an automobile, if somebody did not say 
“This is our 1953 model,” you would never have one. 

Secretar) JOHNSON. That is right, but as long as the country felt 
that it was in danger, but not serious danger, we were able to prolong 
and prol he and prolong, but when the decision was made that we 
were approaching an area in the middle fifties when the country 
might be in mortal danger we just had to freeze what we had and start 
building. Now, this is still, 1 take it, an executive session ¢ 

Mr. RrzH_man. Yes, sir. 

Secretary Jounson. One of the areas where that point that you 
bring out ocel rred was 1n the Oo iided Mis ile field, and it was felt 1 [ 


2 1 . } . 1. 1 od 
somebody nad to step nm and say nally Vhat we would stal dard 7, 


you see, so we had all three services working on this individually try 
ing to create a breakthrough into some satisfactory area. Therefore, 
they set up that authority at the DOD level in the form of Mr. Keller, 
chairman of the board of Chrysler. Well, here was a man with broad 
enough engine ering and produ tion know-how to make a selection, and 
he reduced the number of missiles we were working on. 

He said, “This has reached the point where it is ready at least to go 
into the pilot production stage,” and he did just that. 

Now, there is another angle to it. If you have only 10 percent of 
your assets tied up in a particular type of inventory you do not hesi 
tate so much to declare that obsolete if you have an improven ent 
in another design, but when you get an inventory such as we are 
talking about, the size we are talking about, the percentage of im- 
provement in new developments has to be a significant improvement. 
One or two percent is not worth it, you see. 

Mr. Ikarp. You are absolutely right about that because you can very 
easily just continue to be building obsolete items quicker than vou 
are building service items. ; 

Secretary Jounson. It is like a production line of machine tools. 
Say you have a manufacturer with a line of machine tools, and you can 
find a better model than he has in that line, possibly, but he is not 
cong to junk it to vet 2 or 5 percent more efliciency. IIe has to have 
something to live by so that these tools can pay themselves off in a 
certain time. He has to go back to the financial position, from the 
standpoint of borrowed capita 
forth. 

We are in the same position. We are taking 20 percent of the 
national income for military services and we have to be pretty sure 
how we spend it. We do not have an unlimited bank account; we 
just can’t risk 2 or 3 percent improvement. 

Mr. Rrenitman. I wonder, Mr. Johnson, if you would care to finish 
your prepared statement ¢ 


be an exercise for delay ng 





, the ratio equity borrowed, and so 
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SAVINGS ACCRUING FROM IMPROVEMENTS IN SUPPLY MANAGEMENT 


Secretary JonHnson. Yes, sir. 

Conclusion. These, then, are some of the Army’s major supply 
management problems and some of the principal programs we have 
developed to deal with these problems. 

We have confidence that with vigorous application of the ideas and 
techniques I have outlined the Army will soon have a supply manage- 
ment system which will save the taxpayer many millions of dollars 
annually and which will be more responsive than ever before to the 
needs of our fighting forces. All we have to do is to get a 10 percent 
increase in efficiency and we will have saved $100 million. 

Now, that gives you an idea of what we could do. For every 10- 
percent increase in efficiency we will save $100 million annually. 
Every time there is approximately 1-percent saving in the depot 
system that is roughly $10 million. 

My deputy, Mr. Pearson, who is personally responsible for some of 
the greatest improvements which have been introduced into the Army’s 
system of supply management, is here with me today. ‘Together, 
Mr. Slezak and Mr. Pearson and I are at your disposal to answer any 
questions you may have concerning the broad area which I have been 
discussing. 

Mr. Pearson can also inform you as to additional matters con- 
cerning which your chairman expressed some interest in his letter 
to me of April 17, namely, recent developments in Army implementa- 
tion of Department of Defense Directive 4000.8, and current progress 
being made in applying the lessons learned from the Alameda Medical 
Supply test. 

I would like to say that Mr. Slezak was sworn in on May 4, so I 
ask your indulgence in questions, and if they are aimed directly at 
him we may have to go in conference to answer. 

Mr. Rrenitman. Well, Mr. Pearson, do you have any statement you 
would like to make? 

Mr. Pearson. No, sir, I have prepared none. 

Mr. Rrentman. You have no other testimony that you care to give 
the Committee other than to answer questions ? 

Mr. Pearson. That is all, yes, sir. 

Mr. Riretman. Well, you ended up with the Alameda study. I 
wonder just exactly what the Army’s position is in respect to that ? 

Mr. Pearson. May I speak to that? 

Secretary Jounson. Surely. 

Mr. Rreutman. Yes. I don’t suppose there will be anything dis- 
cussed, and we will try to keep from it, and if we ask any questions 
that are supposed to be secret or top secret just tell us and we will 
refrain from them. 


ARMY POSITION ON THE ALAMEDA STUDY PROJECT 


Regarding the Alameda Medical Supply test, I wonder just exactly 
what the Army’s position is—— 

Mr. Prarson. In the Alameda medical supply test we ran, as I 
think most of you know, the test which was sponsored by the Army 
at the Alameda depot from February through August of last year. 
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The results of that test were put together in formal reports and turned 
over to the Munitions Board, which conducted a rather thorough 
evaluation of the test and prepared a report which, as I recall, ran 
something over 800 pages in length, a thing of some substance. 

Mr. Rrentman. Now, let me get this correct. Is that the report that 
the Munitions Board 

Mr. Pearson. That is the report that a committee, established by the 
Munitions Board and responsible to the Munitions Board, made with 
their background. It contained all of the zone of interior’s suggestions 
for the accomplishme nt of the single agency or joint agency ‘distribu- 
tive suggestions which were the results of the Alameda test. 

Each of the three services were asked to evaluate that re port—the 
Army, incidentally, assigned an able man to serve on the committee. 
Mach of the services were asked to evaluate the report and a due date, 
April 15, was established for their response. The Army was not 
able to meet that due date of April 15 and requested of the Munitions 
Board the extension of that date which was, I am informed, with 
some reluctance given to the Army. 

The Army’s viewpoints on that matter are now crystallized. I re- 
viewed them last week, the middle of last week. ‘They are shaped up 
into a final paper, fully stamped, carefully coordinated throughout 
the services. 

The Army’s position in a nutshell extends complete concurrence in 
most of the things that are recommended in that long report. There 
are 4 or 5 things in which we believe we have ideas which are a little 
better than the ones advanced in the report. 

We, then, in this paper expressed those ideas for what they are worth 
in higher authority evaluation because we were asked for our com- 
ments and suggestions on it. That paper, in all likelihood, is ready 
today to move on. It was all ready except for signatures over the 
weekend. 

We feel that considerable progress has been made by this test and 
would like to extend in somewhat the pattern outlined by the recom- 
mendations of the committee formed by the Munitions Board, the 
the benefits of the test itself. 

[ would like to say that our inability to present our complete view- 
points by the 15th of April was not in any sense the result of an 
inclination to drag our heels in this. I think the committee knows 
better, knows how enthusiastically we addressed ourselves to the 
Alameda test, and the care with which we exerted ourselves to ac- 
complish sound merchandising performance in that area. The Sur- 
geon General’s staff is particularly to be complimented for their 
earnestness in it. Our delay then was occasioned by the fact that, as 
someone said earlier, we had been working in the Army short of 
some appointive personnel until just exactly a week ago today, and 
it concentrated problems a little more than we could absorb during 
that period. 

Secretary Jonnson. I would like to add to that the fact that we 
are going to make changes and we have to have a rather complete 
understanding of the philosophy of the new team, and that is just 
unfolding itself as we go. After all, it would be unfair to the people 
of the new administration to ask them to come in and be soothsayers 
in all areas, and I for one am reluctant to push forward papers and 
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recommendations until we know they are realistic, that we are really 
going to get something that is going to last for a while because the 
thing is so vast and so complicated that it takes a long while to get 
things moving, and once they start moving it takes an awfully long 
time to either stop them or redirect them. We have got the full, 
wholehearted support of the Army staff in this Army operation 
management now, and the Surgeon General has been particularly 
sensitive to improvements. 

So I want to make sure that whatever we propose is realistic in 
terms of what they want to do. 

Mr. Ries~man. Mr. Balwan, do you have some questions you want 
to ask ? 

Mr. Batwan. What is the Army’s position on the recommendations 
of the Munitions Board study ¢ 

secretary JOHNSON. Well. basically —— 

Mr. Pearson. Excuse me. That involves hundreds of recoommenda- 
tions of all magnitude from none to considerable; almost, I will say, 
in the area of 90 percent of the recommendations have Army con- 
currence. 

As I said earlier, in some part of them we feel that there are people 
that have made some suggestions which would extend and improve 
the effectiveness of the recommendations which were made. That 
has particularly to do with the distribution mission, the distribution 
portion of the procurement and distribution mission. We feel that 
there has been too inflexible an apportionment of operational responsi- 
bility as between the services, that a less inflexible approach to that 
problem, with the dominant consideration of the capacity of a service 
without reference to which one, to accomplish some portion of it, 
would end up in a better answer. 

Secretary Jounson. Well, I think—— 

Mr. Batwan. I don’t understand the last statement at all. 

Secretary Jomnson. Could I answer that in a little different way ? 

Mr. Bauwan. Yes. 

Secretary Jounson. Understand, we are a subordinate level of the 
Department of Defense. We are not the Department of Defense, and 
our recommendations have to go forward to the Department of De- 
fense in somewise to comment on things that are in the process of 
formulation and crystalization, but after all, the President has recom- 
mended a change in the Munitions Board setup. Secretary Wilson 
has said repeatedly, as has Secretary Kyes, that the op erating end 
of the business is going to be deleg: ated to the 1 respective services in 
many respects. The Army procurement agency is an operating 
agency. and we are not. If they set up an Assistant Secretary of De- 
fense for supply, procurement, and so forth, there may be a restructur- 
ing of the whole thing, and I want to make sure that we don’t get this 
thine frozen into a form which we will later have to change. 

Mr. Batwan. To some extent there is, then, some reluctance on the 
part of the Army to come through with a statement of their opinions 
with respect to these recommendations, before it is known where the 
reorganization plan is going and how it is going to shape up? 

Secretary Jounson. No, we are certainly willing to come forward, 
but you don’t take an 850-page report which comes to you—I think it 
came to us after the election, and we received it—— 

Mr. Pearson. I think it was in February. 
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secretary JOHNSON. Well. you don’t take an 850 page peers and 
digest it and try to fit it into ‘the overall Pe ‘ture in very short order. 
Now. April 15—we should be able to do it in that time, but | personally 
am reluctant to force the issue on it. 

Mr. Batwan. In general, is it the Army’s position that the lessons 
learned from the Alameda experiment show that this single service 
medical and dental supply support is possible, can be extended across 
the country / 

Mr. Pearson. Without any question at all that is the Army’s posi 
tion. 

Mr. Batwan. And the Army could handle it if it was asked to do 
that? 

Mr. Pearson. Without any question. We would prefer to handle 
it: we believe it is sound merchandising management to handle it as 
a single agency assignment rather than a joint agency assignment. 

Again, we are not here to criticize the Department of Defense’s 
Army operation. I would like to make that clear. Honest men getting 
together can have honest difference Ss of opinion, but if the decision is 
that the Department of Defense handles it one w: ay, I can assure you 
that eve wrybody ij in the Army is going ves immer to make it work as long 
as I am in there, because you have t » have executive authority con 
centrated in some spot, If that executive authority Says it 1s voing 
to be this way then everybody else in that executive group is going to 
have to work with it because we have bosses at all levels est: ablishing 
policies and systems independent of the other, but you will just have 
chaos in this way. So when the Secret: ry of Defense Says, “This is the 
way it is going to be,” and the Secretary of the Army agrees—and that 

is done jointly, that is not done by edict, that is done by the Secretary 

Defense who looks at the secretaries of the individual services as 
associates and not as underlings or something like that—when they 
come to a joint decision everybody in that organization has to go to 
work to make it function. If they don’t, we will have complete chaos 
on it. 

Mr. Batwan. This is what the subcommittee would like to know: 
here we have studies going on and on and on. We have comments 
from the Army, the Navy, and the Air Force, and they go to the Mu- 
nitions Board. We have word that the Munitions Board is going out. 
We would like to see how the Department of Defense is going to pro- 
ceed in implementing some of the things which have been started. 
Are we going to stop now on the studies and give everything back to 
the Service Department, as you have initimated / Or, are we going 
to go ahead with some of the lessons we have learned and hope to 
get some recommendations? 

If the Army feels it can do this, we hope it will be one of its recom 
mendations to assume that responsibility. 

Secretary Jounson. If I intimated they would reverse and put 
everything back in the services, I want to get that corrected im- 
mediate sly, because I had no intention of saying that. I said operating 
functions in the Department. Everything that involves policy-mak 
ing, and so forth. That is the function that the Secretary of Defense 
is going to concentrate upon. 

As we get the President’s April 30 message to Congress, he sug- 
gests that the policy-making be concentrated at the Secretary of De- 
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fense’s level and only sufficient monetary and other things be done 
to insure the compliance of the services with the policies established 
by the Secretary of Defense. That is not to change and should not go 
back to the services at all, and, in my opinion, it should not. The op- 
erating agency is designated as the individual department. 

If you recall the President’s message of April 30, in which he said 
toward the end of it that a reduction of approximately 500 in the 
number of people in the Department of Defense had already been un- 
dertaken. That was because those things were being redelegated down 
to the services. Now I do not believe there is any intention of let- 
ting the services go off in their independent ways, which would pro- 
duce the duplication of people and organizations and purchasing, 
ind everything that could take place if they were not monitored. 

Mr. Batwan. Mr. Secretary, is the assignment of a single service to 
handle the distribution of this medical supply inconsistent with the 
giving to departments of the operating instructions? In other words, 
if the Army would take over as a single department the problem of 
distributing medical supplies, that would not be inconsistent with this 
policy of leaving with the Secretary of Defense responsibilities for 
policy matters? 

Secretary Jomnson. No, sir. I believe it could be done that way. I 
am convinced that it can be done. As Mr. Pearson said, we of the 
Army feel we can do it. 

Mr. Batwan. While I have that in mind, will it be all right to pur- 
sue it ¢ 


Mr. RrenuMan. Yes. 
REQUIREMENTS DETERMINATION UNDER SINGLE SERVICE PURCHASING 


Mr. Batwan. Has the Army given any thought to the control of re- 
quirements in purchasing? We have a Joint Medical Procurement 
Agency in New York. How much control is there of the other de- 
partments requirements / 

Mr. Pearson. The Army believes there should be no control; that 
each service should be responsible for the determination of its own 
requirements and for the funding and justification of the budget and 
funding of those requirements; that a procurement directive eman- 
ating from a three-service responsibility for its own stock conditions 
would be acted upon by either a single service or a joint procurement 
agency—it is joint now and we believe single service is better—and 
distributed under joint or single service operation. 

We believe single service distributive facilities would be better, but 
not to remove from the service which has the basic responsibility the 
responsibility for the determination of its requirements and the con- 
trol and regulation of its own inventories. 

Secretary Jounson. May I add that no system which requires one 
service to police another service’s requirements is going to work, be- 
acuse the Army is not going to stand for the Navy telling the Army 
what it needs: nor is the Navy going to stand for the Army telling the 
Navy what it needs; nor do we have the capacity to tell them. The 
monitoring of the three services must of necessity rest at. the depart- 
ment and division level. Whether you have a Munition Board, or an 
\ssistant Secretary for Procurement, that is where it has got to rest— 
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up there. They can see the overall picture. We do not have the facts 
even to get the overall picture. So we do not in any way investigate or 
review the requirements of those services, but we do have a major 
need to review at the secretarial level the requirements of the Army. 
That is, the Army Secretary should have and is in the process of estab- 
lishing, as you know, an Office of Review and Analysis, which is pri- 
marily for the review and analysis of requirements of the Army itself. 
It is presently contemplated that it will be structured as to have a 
counterpart at the Department of Defense level, so that they can take 
everything coming up from the three services and monitor them 
accordingly. 
MEDICAL STOCK FUND 


Mr. Batwan. In the Syracuse study of the Joint Medical Procure- 
ment, they recommended that there probably ought to be a single 
service procurement, and probably a single revolving fund. What is 
the Army’s position with respect to putting this medical stock in a 
revolving fund ? 

Mr. Pearson. No objection whatever. Of course, that is quite a 
different subject from the individual services determining their own 
requirements, and funding, and then presenting to a joint or single 
agency procurement in order to buy so many of these. It is a distri- 
bution system conducted jointly or singly to stock and distribute these 
in these ways. 

Mr. Batwan. Is the Army taking any steps toward putting medi- 
cal supplies on a revolving fund, or making a request in that direction ? 

Mr. Prarson. The Army has at Atlanta General Depot in the Medi- 
cal Section. Currently they have an extensive test of the procedures 
for the accomplishment of that. It isn’t really a test, but is just to be 
sure we have the right procedures. That is a procedural examination 
and not a policy examination. There is no question of the policy and 
it does not take any testing. 

The soundness of the industrial fund, or the stock fund, or revolving 
fund, or any name that is given to it, as a policy, so far as I know is 
universally approved through the Army. I know of no exception to 
it. I think we would give almost anything we have, if we had all 
categories of supplies covered by some form of accounting data which 
would give to us the tools by which we could control and regulate our 
inventories. 

Our greatest defect in the area of supply management is the fact 
that we do not have such tools and that we must stop in this great 
effort to improve our supply management long enough to start from 
the absolute bottom and develop even the most elementary of data to 
guide us in our operations. 

Mr. Batwan. I have no further questions. 

Mr. Rreutman. Mr. Poff, do you have any questions? 


SURPLUS DISPOSAL 


Mr. Porr. This may be a detail too far below your authority, but I 
have been interested in tests that the Quartermaster has been conduct 
ing somewhere in the Midwest, maybe in Chicago, for selling surplus 
equipment at a public auction. Can you enlighten us on that ? 
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Mr. Pearson. I do not have any knowledge of that at all. I just 
draw a total blank on it. 

Secretary Jounson. We would be glad to check that for you. 

Mr. Porr. I think I will get it through another committee on which 
I am ser\ ing. but I thought might tie it in here. 

Secretary Jounson. We are seeking ways and means of getting rid 
of this property as quickly as possible and yet not sacrificing it. They 
may h: ive found by public : auction they can do better. It is fully within 
their authority to do it if that is a feasible means. 

Mr. Porr. That is all, Mr ‘hairman. 

Mr. Rreutman. Mr. Ikard. 

Mr. IxaArp. I do not believe I have any questions right now. I may 
have in a few minutes. 

Mr. Rreu~man. We are very happy to have Mr. Ward here with us, 
who has made a great study of this problem. Do you have any ques- 


tions, Mr. Ward? 
BAS FOR DETERMININ SINGLE SERVICE PROCUREMENT ASSIGNMENTS 


Warp. I would like to ask two or three, Mr. Chairman, if J 


may. 

On what basis do you think, Mr. Secretary, that the assignments 
should be made to one service to serve others in areas like medical 
supplies, for instance? On the basis of the largest user, or what kind 


of a basis? 

Secretary Jounson. Well, for the most part I think that is the best 
way faces it—the largest user. 

Mr. Pearson. The predominant interest, I think, is the phrase that 
expresses it a little better, because the Army is the buyer for the Air 
Force in so many things, and has by that reason a predominant 
interest in so many areas which, in its own, it might not have if you 
related it solely to the predominant user. I think the basic philosophy, 
of course, is the service best equipped with existing facilities to accom- 
plish the purpose. I think always within my observation that has been 
the predominant interest, or agency, whatever that is. 

Mr. Warp. Going back to Mr. Johnson’s statement that probably 
the services would be given all these operating jobs, there being no 
operation at the OSD level, it looks as if you will have the same sort 
of problem in subsistence, and clothing, and a great many other com- 
mon categories. I thought it would be very important to try to estab- 
lish the criteria by which these assignments will be made. 

Mr. Pearson. The Army’s recommendation is the assignment to the 
service with the predominant interest. 

Mr. Warp. In subsistence, Mr. Pearson, which service would have 
that predominant interest? 

Mr. Pearson. Without question the Army. That is based on its 

ze, with its procurement for the Army and Air Force, and sub- 
sistence for other units, and so forth. Without question the Army. 

Mr. Warp. That would be on the size basis with the predominant 
interest ¢ 

Mr. Pearson. Yes. I think that would also be greatly true on the 
basis of basie philosophy of assignment to the service w ith the exis sting 
capacity best suited to serve a mentioned purpose. 
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EXTENT OF AUTHORITY OF SINGLE SERVICE AGENCY TO REVIEW REQUISITIONS 


Mr. Warp. Then you would not give the operating service any con- 
trol inte pring ee over the operation as far as questioning the size 
of requests, or the time that they would be delivered, or the specifica- 
tions, or any of those ? 

Mr. Pearson. Assuming as an operating matter—— 

Mr. Warp. You would not give that, though, to the service that is 
operating for the other 2? 

Mr. Prarson. We would not assign to any one service the right to 
effectively challenge another service procurement action, using its own 
funds and operating within the facilities we had to distribute it. 

Mr. Warp. That would throw the problems that come up into the 
reach of the new Assistant Secretary. Is that it? 

Mr. Pearson. I believe if there are any unreconcilable differences 
= vie ‘wpoint someone would have to reconcile them, and that would 
be the appointive authority, I presume, although none of us have 
any clear understanding of what form that organization would take, 

r what assignments would be made there. 

"aceon uy Jounson. I think on that, though, that you have to as- 
sume that the Secret: iry of the other service is going to be held re- 
sponsible for chec king on what his service is asking for. 

Mr. Warp. Let us take the case of the paint that we talked about 
a good deal in the past, where the Army wanted 5 million gallons of 
paint—apparently an unrealistic amount and an amount of such 
magnitude that it seriously affected the other 2 services. So when the 
Navy office got that requisition they had no authority to question the 
amount or the delivery dates, or anything about it: but the other 
services were vitally aa ‘ted by an order of that magnitude. 

Secretary Jounson. Well, I think it is essential in all the discussions 
you have about the structure and the organization of the Army, Navy, 
or Air Force, or the Department of Defense, that the one thing to 
keep in mind is whatever you are doing today should form a pattern 
of what you will be able to do under the eistn and stress of war, 
because that is the real purpose—to be able to fight a war effectively if 
you are called upon to do it. Iam sure that there will be competition 
os tween the services in time of war, much more so than 
we have at the present time, whether it is for materials, or manpower, 

r facilities, or whatever it may be. Consequently I feel it is absolutely 
essential that the Department of Defense operate with a strong hand 
at the control over this requirements feature of our operations. I am 
sure if we do not have that there will be a tendency to hoard against 
such a time, or to try to monopolize to the detriment of other services 
by an individual service. That just absolutely has to be firmly con- 
trolled by the Secretary. 


In Many areas 





RATE OF TURNOVER IN MEDICAL SUPPLIES 


Mr. Warp. I would like to ask Mr. Pearson a question on medical 
supply. 

In your opinion what turnover might be obtained in the field of 
medical supply ? 

Mr. Pearson. I think if you set aside and seal off specifically au- 
thorized mobilization reserves, that an annual turnover of between 
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are no long lead-time items involved. Almost everything they deal 
with except blood plasma is commercially available. Their quantities 
are larger than commercial quantities, but that is the only difference. 
A 2- or 3-time annual turnover not including specifically authorized 
mobilization reserve is a very reasonable expectation. 

Secretary JoHnson. There are very real advantages to having this 
turnover, as I think was pointed out many times in the past in dis- 
cussing this Armed Services Procurement Agency. That is: 1. You 
get excessive deterioration in some forms of your supply. 

2. That is an area where your research and development is con- 
stantly producing new things. 

The newest thing is always the best thing in that field. So we don’t 
want to have a great excess. 


Di a . mn . 
2 and 3 times a year would be a very reasonable expectation. There 


SCREENING OF EXCESS SUPPLIES 


Mr. Warp. We had a hearing on the Government Operations Com- 
mittee a couple of weeks ago and the question came up there with 
respect to this donable school program about the military not being 
able to give realistic data as to what might be declared surplus. It 
was quite apparent during those hearings that the General Services 
Administration is utterly unable to do a decent job if they do not get 
better requirements studies. 

Is it not possible for all of the interested agencies to get together— 
vou folks, with Mr. Manseuer in the new Department of Health—and 
try to develop realistic figures? The ones in the past have been com- 
pletely unrealistic. Still the schools want this material and the States 
want it, and I realize your problem. You want to get rid of it fast. 
So it is a problem of getting more utilization and also getting faster 
screening. 

Secretary Jounson. I think faster screening is absolutely called 
for. I think there will be great disappointment as to what we declare 
surplus, because the things they would like to have us declare surplus 
are most of the things that we want. Training aids, for instance. 
The schools would like them and we would like to have them ourselves. 
We will have 12 million men that we will have to train sometime, and 
train fast. I have high hopes under the presently arranged setup, that 
we will get what you are saving and get together with the GSA people. 
In fact, we have been doing it. 

Somewhere along the line at one of these hearings I mentioned the 
fact that we had hired a man who had worked with the General Serv- 
ices Administration for a number of years and had substantial ex- 
perience in liquidating surplus property, and had himself closed up 
a couple of businesses and distributed their surpluses and left-over 
inventories. He had made tremendous progress. 

The first thing is the identification of the problem. To point out 
where the procedures are weak and where we are poorly organized to 
effectively dispose of these surpluses. I think that is being done and 
I think it has been done at a number of levels, including the General 
Services Administration. I think also we are getting such people in 
the Bureau of the Budget and the Comptroller General, the Depart- 
ment of Defense, and other services. We have already in this hearing 
pointed it out to the committee and pointed it out to other committees, 
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and I think we will have to keep you pretty constantly informed of 
the changes we are making in this area, because it does contain certain 
seeds of embarrassment, such as the one we mentioned before about the 
fact that we might be selling something and buying it back again. 


ARMY IMPLEMENTATION OF THE O’MAHONEY AMENDMENT AND DOD 
DIRECTIVES 4000.8 AND 4000.9 


Mr. Rieui_man. Mr. Pearson, at the conclusion of Mr. Johnson’s 
statement he said you would be glad to comment for the subcommittee’s 
use on what has been accomplished under the O’Mahoney amendment, 
and the 4000.8 and 4000.9 directives that followed. 

Mr. Pearson. Yes, sir. We make, by the requirements of one of 
those, 4000-point-something directives, surplus and monthly reports 
to the Secretary of Defense on accomplishments under the 4000 series 
directives. These are submitted to the Secretary of Defense’s office 
each month. The statements for the last 4 months are here. They 
run into 12 or 15 pages. I think most of them, I believe with one ex- 
ception, where there is a secretly classified subparagraph which unfor- 
tunately at least classifies that page, could be submitted for the perusal 
of the committee, if you would care to have it. 

Mr. Rreutman. We would appreciate having that portion of it. 
Would you be able to comment briefly on what has been accomplished ? 


OPEN-END AND CALL-TYPE CONTRACTS 


Mr. Pearson. Yes, sir. We take it a subject at a time. First on 
procurement procedures. The use of open-end and call-type contracts 
is proven to be the most promising of our progress in that direction. 
And we have had some almost dramatic advances in that area recently. 

The one that comes to mind the quickest is 2 or 3 weeks ago, General 
McNamara, the Chief of the Supply Division of G-4 and myself 
visited the Columbus Depot, which is the worldwide backup depot for 
engineer spare parts, and we there saw a very large section of a large 
warehouse—I think the largest I ever saw—loaded with repair parts 
for caterpillar tractors. We inquired why we had so many and we 
were told over and over there, as we made inquiries at different eche- 
lons, that the caterpillar company would not accept an order for spare 
parts with a lead time of less than a year. So obviously it was neces- 
sary for us to maintain a lead time of a year. 

When we returned we set up a meeting with the Chief of the Pro- 
curement Division of G-4, where he called in the Caterpillar Co. 
people, and in about a day and a half of talk there an arrangement 
was reached between the Army and the Caterpillar Tractor Co. b 
which the Caterpillar Tractor Co.: 1. Would take off our hands all 
Caterpillar spare parts which they could use; 2 That company would 
accept for spot delivery from any one of its 300 United States dis- 
tributive points, and reasonable quantity of spare parts or- 
dered. The order would come to them from the user and not from a 
depot for stock, but from the user to reconstruct that thing. They 
would undertake by the terms of the contract—which is now almost to 
the ink stage—they would undertake to supply our overseas needs on 
something closely enough resembling spot delivery to make it the same 
as though we had it in our depot. And where we couldn’t do that they 








( ] undertake te rrv at the rsens Hot points of New York, 


Ni Orleans. and San F) o,. beefed-up stocks of parts so that we 
draw the for ¢ emer Cy needs and make immediate 

} the result. rst we cleared our warehouse of every- 
thing they could of our spare parts that we have and we are dis- 
Do o of tl ilance in per] ' vear at the m: . which 1 ill empty 
vel izable number of square feet. running to the ‘ores of thou- 
sand We have now made available to us so thing a little over 
400 distributive points, whereas we had 1. We saved the freight 
and time and the de} ot operating costs, al d thing's like that, as a 
result of that. We have tl open-end, call type open end as to quan- 


tity and call as to terms—contract by which they indertake to supply 
us as though they were we. 
Industry by industry and big company by big company we are mov- 


ing down that course so that the use of open e id and eall type con- 
tracts has been a very important thing to this purpose. 


SMALL-PURCHASE PROCEDURES 


On the simplification of small purchase procedures we have made 
considerable progress. We think that we should change a few of the 
ground rules, which we have done in one place, namely, Belle Mead, 
and if something does not blow up on that we will extend that shortly. 


DIRECT SHIPMENT FROM MANUFACTURER TO USER 


On direct shipment from manufacturers to users we have made more 
progress than appears on the surface, or will appear in the reports, 
because we have such large quant ities of somany thing's on hand, which 


tocks must be liq udated by attrition before the effect of the direct 
shipment can become effective. If it is possible a direct shipment is, 
t would be foolish to buy for direct shipment when we already own 

oO! or 5,or 10 years of pply of the samething. So that will take 


1 


We believe, and the record shows here, that we have moved from a 
level of 628,000 tons to a level of 740,000 tons. The annual tonnage 
of shipments divided by 12 would be the monthly amount. That is 
direct from manufacturers to using agencies. That is an increase of 
something like 20 percent in direct shipments. The rate will go up 
quite considerably further, as our depot stocks are further reduced by 
attrition. 


CONSERVATION OF CRITICAL MATERIALS 


On the conservation of strategic and critical raw materials there 
is included a long report on nickel, copper, aluminum, and so forth, 
with specific references to the number of pounds or tons as applicable, 
of strategic and critical raw materials that have been saved bv the 
processes described by 1000.8. 


PLANNED PRODUCTION SCHEDULES 


The use of our planned production schedules, Form 436, is in a state 
of flux and uncertainty. There were directives issued under 4000.8 
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which were partially implemented, and then an area of uncertainty 
as to how far the Secretary of Defense wanted the Munitions Board 
to get into operations arose. That is in a kind of stage now where 
time, I think, will have to pass, as Mr. Johnson said, before that is 
improved. 


DEPOT STOCK ACCOUNTING 


On the development of our depot stock accounting practices—the 
Utah test, and Belle Mead, and others—that has been extended, as 
you know, from Utah to Belle Mead to Sharp Transport: ition Com 
mand. At the present time the Sixth Army in its entirety for all 
Quartermaster supplies is engaged in inst: alling—that is, the entire 
Pacific coast west of the Rockies—that system at posts, camps, and 
stations, for all Quartermaster supplies. The entire Transportation 
Corps distributive system, the entire Chemical Corps distributive 
system—and there is one other that I cannot think of now—all three 
of those will be placed on this system completely. A request is in 
from the Chief of Engineers for permission to do the same thing in 
all Engineer depots. 

Our progress pleases me, who is the createst critic of this thing. 
So if I can be pleased with it the others can be in the same sense. 


INTERDEPOT SHIPMENTS 


On the reduction of the interdepot shipments, which is an important 
subject in that series, the Army averaged about 80,000 tons a month 
of interdepot shipments. That is joy-riding supplies among depots, 
which has been reduced since last September from an 80,000 average 
to a 20,000-ton monthly average. Mr. Johnson hopes that that can 
be forced down to something in the area of 10,000 tons a month, and 
perhaps held in that area for quite a little time while we are still 
engaged in leveling stocks between depots. Where some depot needs 
a quantity which is surplus in another depot, it is imprudent to buy 
that quantity, but it is better to ship it, even though it works against 
the statistics of tonnage of interdepot shipments. 

Our objective in that is eventually to have 3 or 4 or 5 thousand tons 
a month, which is negligible, and just the balancing of stocks would 
account for that. 


COMMERCIAL AND INDUSTRIAL TYPE FACILITIES 


On the commercial and industrial type facilities the subject is still 
in such a state of process of handling as between the Army and the 
Department of Defense—as are all other constructions at this mo- 
ment—that it is not possible to give you a clear report. The basic 
policy is to build less and contract for more. The directives which 
govern that set forth the policy of the Department of Defense which, 
of course, the Army has followed carefully, to the effect that all con- 
struction completed beyond a certain percentage at a certain date was 
to go ahead, and just put the roof on the building, because it would 
be foolish to let the weather destroy it. Everything below that was 
to be stopped and reevaluated, and on its individual merits upon 
reexamination, construction would proceed. 








84 MILITARY SUPPLY MANAGEMENT PROGRAM 

Mr. Batwan. May I interrupt? 

Mr. Pearson. Yes, sir. 

Mr. Batwan. What projects are being studied of that type? 

Mr. Pearson. Every project. 

Secretary Jounson. We were required by the Secretary of Defense’s 
directive, and by the Bureau of the Budget’s letter of February 3, I 
believe it is, to review all projects of that type. 

Mr. Batwan. Do you have any reports that are completed ? 

Mr. Pearson. Yes. We have a complete list. We have a list at this 
point divided as between those which may go ahead, permissive this 
is, under the rules; and those which are to be stopped under the rules. 
Those which are stopped are stopped. Those which may go ahead are 
being examined before work is proceeding. 

Mr. Barwan. Mr. Chairman, may we ask for the lists of those 
activities ? 

Mr. Rren~Man. Yes. 

Mr. Pearson. We would be happy to. 

Mr. Rren_maNn. Furnish them for us, if you will, please. 
(The material requested follows :) 


TaB E 
LAUNDRY AND DRY-CLEANING PLANTS 


(a) The existing Quartermaster laundry and dry-cleaning facilities were 
established only after a determination that commercial facilities were either 
inadequate or their services were not available at a reasonable price. In addi- 
tion to this initial determination, the Office of the Quartermaster General has 
a continuing program of monitoring laundry and dry-cleaning operations in 
CONUS in order to ascertain whether the continued operations of these facilities 
is justified. This program consists of: 

(1) The analysis of operating reports submitted quarterly by each activity. 

(2) Periodic onsite inspection and investigation by representatives of OQMG. 

(3) Area surveys of commercial facilities conducted by installation com- 
manders with the assistance of Quartermaster technical advisers. 

(b) Tab “Al” contains summary statements of action taken during 1953 pur- 
suant to the policy set forth in 2 (a) above at: 


Fort McPherson, Ga. ort Myer, Va. 

San Francisco area Percy James AH, Mich. 
Fort Meade, Md. Fort Sam Houston, Tex. 
Fort Monmouth, N. J. 


(c) Information available to this office in December 1951 indicated that at 
that time commercial prices averaged 35 percent above Quartermaster prices 
for laundering Government property and 56 percent above Quartermaster prices 
to enlisted personnel, The latest reports submitted by the field indicates that at 
the present time commercial prices averaged 44 percent above Quartermaster 
prices for laundering Government property and 100 percent above Quartermaster 
prices to enlisted personnel. 


Dry-cleaning facilities, Fort McPherson, Ga. (Atlanta) 


Only three of the commercial plants contacted were interested in furnishing 
dry-cleaning services to the Government. Although adequate commercial facil- 
ities were available, the prices for cleaning Government property were 35 percent 
above Quartermaster prices. Prices for individual work were approximately 
the same as Quartermaster prices. As a result of this investigation it was 
determined that continued operation of Quartermaster dry-cleaning plant at 
Fort McPherson would be more economical than using commercial facilities. 


Laundry and dry-cleaning facilities, San Francisco area 


Investigation indicated that commercial laundry and dry-cleaning facilities 
were available at reasonable prices to serve Camp Stoneman, Calif., and Travis 
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Air Force Base, Calif. Accordingly, it was determined that there was no neces- 
sity for constructing a Department of the Army or Air Force laundry and dry- 
cleaning plant. 

Laundry facilities, Fort George G. Meade, Md. 

An investigation was conducted by personnel of Fort George G. Meade, Md., 
to determine the adequacy and economy, if any, of contractive arrangement for 
processing the laundry work now being processed in the Quartermaster laundry 
at Fort Meade. This investigation indicated that adequate commercial facilities 
were not available at a reasonable price and that discontinuance of operation of 
the Fort Meade laundry would result in a considerable increase in cost to the 
Government and to the enlisted men. 


Laundry facilities, Fort Monmouth, N. J. 

Investigation indicated that adequate commercial facilities were available to 
furnish laundry service for Fort Monmouth. Accordingly, invitations to bid were 
sent out to possible commercial sources. Six bids were received and are 
presently being evaluated. 


Dry-cleaning facilities, Fort Myer, Va. 

Only three of the commercial plants contacted expressed an interest in per- 
forming dry-cleaning services for Fort Myer. However, one of the plants quoted 
prices that were considered excessive, and an examination of the other two plants 
revealed that the methods of operation in both plants were not acceptable and in 
addition in one of the plants the equipment was poorly maintained, 


Laundry facilities, Percy Jones Army Hospital, Battle Creek, Mich. 

Only one of the commercial plants contacted expressed an interest in providing 
laundry service for the Government. However, a survey of the plant revealed 
that it could not take on the additional load. Asa result of this investigation it 
was recommended that the laundry facilities at Percy Jones Army Hospital be 
reactivated. This recommendation was presented to the Secretary of Defense 
but no decision has been rendered to date. 


Dry-cleaning facilities, Fort Sam Houston, Ter. 

An investigation of commercial dry-cleaning facilities in the San Antonio, Tex., 
area is presently being conducted in order to determine whether economies can 
be effected by closing the Quartermaster dry-cleaning plant at Fort Sam Houston, 
Tex. This investigation is not yet completed. 


Tan F 
GARRISON BREAD BAKERIES 


(a) On January 1, 1952, there were 48 Army garrison bread bakeries in opera- 
tion in CONUS. This number has been reduced to 36 and communications re- 
ceived from the Third Army indicate that the bakery at Camp Stewart, Ga., 
probably will be closed August 31, 1953. This reduction in the number of 
bakeries in operation resulted primarily from surveys conducted by the Army 
areas. The decision as to the retention or closing of these bakeries was based 
on the following factors: 

(1) Economical production of bread by garrison-type bakeries as compared to 
procurement from commercial sources. 

(2) Availability of adequate commercial-bakery facilities within a reasonable 
distance of the installation. 

(3) Training of bakery personnel. 

(b) Although the survey of all garrison bread bakeries has not yet been 
completed, it is believed that this program will be accelerated by the installation 
of the cost-accounting system recently developed by the Office of the Quarter- 
master General. This system has been field tested at three garrison bread 
provide a firm basis for comparing commercial prices with the cost of operating 
bakeries and is now being prepared for publication. The use of this system will 
provide a firm basis for comparing commercial prices with the cost of operating 
garrison bakeries. Tab B1 contains a copy of a proposed quarterly cost report 
und a proposed special regulation establishing the cost-accounting system. 
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Tas B—-1—Proposep SPECIAL REGULATIONS 
NO. Ge 


DEPARTMENT OF THE ARMY, 
WASHINGTON 25, D. C., 1953. 


QUARTERLY Cost Report oF GARRISON BREAD BAKERIES 
(QMC form T-—58, reports control symbol—) 


SECTION I GENERAL 


1. Objectives of cost accounting system.—The purpose of these regulations is to 
provide a uniform procedure for determining and reporting costs incurred in the 
operation of garrison bread bakeries. This cost-accounting system is designed to 
meet the requirements of section III, B, 1, Department of Defense Directive 
4000.8, dated September 8, 1952 

2. Utilization planned for cost data.—The ultimate aim of a cost-accounting 
procedure is not confined to a determination of the unit cost of production. Cost 
information should serve two primary purposes—efliciency and economy. These 
regulations are designed in such a manner as to provide data by which 

a. High-cost areas may be readily identified. 

b. Labor output may be measured in relation to production. 

c. Consumption of supplies and materials may be controlled. 

d. Garrison bread bakeries may be compared for operating efficiency. 

e. Garrison bread bakeries may be compared with performance of commercial 
concerns in the same geographic area. 


SECTION II-——-ELEMENTS OF COST 


3. Definition—a. The cost of producing bread for troop consumption and/or 
commissary resale will consist of the following elements: 
(1) Labor; 

(2) Supplies and materials; 
(3) Contracts and services; 
(4) Depreciation ; 

(5) Taxes. 

b. The elements of cost, except for depreciation and taxes, relate to the objects 
of expenditure established in fiscal accounting but will not necessarily agree. 
Costs will be developed on the accrual basis whereas the information provided 
by fiscal records are based on obligations and/or expenditures. Cost elements 
and object class counterparts are listed below: 





Cost elements: Object class: 
Labor (including retirement FICA) Personal services (01) 
Supplies and materials Supplies and materials (08) 
Contracts and services Travel (02) 


Communication services (04) 
Rents and utility services (05) 
Printing and reproduction (06) 
Other contractual services (07) 


4. Relation of costs to funds.—The cost to bake and sell bread produced by 
garrison bread bakeries will not be limited in its composition to funds allotted or 
suballotted to the installation but will include all costs regardless of source. 


SECTION III LABOR 


5. Definition.—a. The term “labor”, as an element of cost, includes all costs 
incurred for personal services, regardless of whether these services are ren- 
dered by military or civilian personnel. The test in determining whether the 
duties performed fall within the concept of labor is whether they correspond 
to the definition of the object of expenditure personal service. 

b. Service furnished by employees of a contractor do not pertain to the cost 
element labor but to the element contracts and services, inasmuch as remunera- 
tion for such services is included in the cost of the contract and is paid by the 
contractor. 
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c. Cost of labor includes the gross compensation, which is the basic rate of 
pay for time worked during the normal working week and for paid leave taken, 
augmented by such special remuneration as overtime pay, night differential, 
holiday bonus, longevity pay, award bonus, etec., but undiminished by payroll 
deductions of any kind, such as retirement provision, tax withholdings, savings 
bonds, quarters and meals furnished. 

6. Costing of labor.—All labor is costed on the accrual basis and is charged 
directly to the accounts representing the function on which it is expended. 
Labor costs of personnel whose assignments and working time apply to more 
than one functional cost account will be charged to the accounts on the basis of 
man-hours expended. 

b. Civilian labor: (1) The cost of civilian labor represents the basic rate of 
compensation for normal working time plus each additional compensation as 
overtime pay, night differential pay, and holiday bonus. 

(2) Normal working time consists of 8 hours per day, 5 days or 40 hours per 
week, compensated at the basic rate of pay. 

(3) Night differential pay is an addition to the basic rate of compensation 
for work performed during hours regularly scheduled between 1800 and 0600 
hours 

(4) Overtime pay is for time worked in addition to the regular 8-hour day, 
10-hour week, compensated at established overtime rate. Overtime performed 
on a compensatory time-off basis is charged at regular rates at the time it is 
performed. When compensatory leave is taken it will be recorded on the time 
records but will not be considered in computing costs. 

(5) Holiday bonus is special compensation for work done on legal holidays. 
Holiday work in excess of 8 hours is recorded as overtime. 

c. Military labor: (1) The cost of military labor represents, in general, the 
gross pay and allowances of military personnel, 

(2) Military personnel will be costed on the basis of 8 hours per day 
5-day week similar to that in force for civilian labor. 

(3) Overtime recorded as expended on a function by military personnel wiil 
not be costed since no compensation is allowed for it. 

(4) General prisoners utilized in the performance of baking will be costed 
by applying the average rate of civilians performing commensurate work against 
the hours actually worked. 

(5) Military personnel will be costed at standard military labor rates as 
shown by change 1 to SR 35—4300-2 dated June 17, 1952. These rates are 
established as a weighted average of pay and allowances, either monetary or in 
kind, which’are an inherent right and take effect automatically on the basis of 
rank, grade, length of service, occupation or service 

7. Collection of labor costs—a. An individual timecard will be filled out by 
the employee daily showing the accounts to which his labor is chargeable. 
This timecard will be printed in dimensions approximating 34% by 744 inches. 
The format of the card will be identical to that shown by the diagram shown 
below : 


e 


or a 


LABOR COST CARD 





31 


Garrison Bakery FHouls 
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b. The time and attendance and/or administrative clerk of the bakery will be 
furnished a supply of timecards, preprinted with the employee’s name, badge, or 
clock number and the basic rate of pay. 

8. Responsibility —a. Preparation of the individual timecard rests with the 
employee. This includes filling in the start time, stop time, the account number, 
and any other data essential to the proper classification of costs. 

b. Time and attendance clerks will furnish an adequate supply of timecards 
to the employee, will collect the cards for the previous day and verify the total 
man-hour expenditure against leave records. 

c. Supervisors will certify as to the accuracy of the charges against recorded 
account codes. 

d. Timecards may be forwarded daily or as frequently as required to the Post 
Quartermaster where cumulative costs will be maintained. 


SECTION IV SUPPLIES AND MATERIALS 


9. Definition—a. The terms “supplies” and “materials” are commonly used in 
the Department of the Army to designate all items of tangible property other than 
real estate and/or installed property. A distinction is made between expendable 
and nonexpendable supplies and materials. 

b. Items of tangible property are called expendable supplies and materials if 
they— 

(1) Are consumed in use, or 
(2) Lose their separate identity when used. 

c. For the purpose of these regulations, the term “supplies” means expendable 
supplies which are used in general operation of the bakery; for example, brooms, 
mops, soap, etc. 

d. The term “materials” as used herein, means expendable supplies which be- 
come a part of the item being produced, i. e., ingredients. 

e. Parts used in the maintenance of operation equipment will be considered 
operating supplies. 

f, The issuing agency will be responsible for determining whether an item is 
expendable or nonexpendable. 

10. Costing supplies and materials.—a. Ingredients: The cost of ingredients 
used will be obtained from the commissary officer each month. These costs are 
obtained as follows: 

(1) At specified intervals the installation bakery officer requisitions ingre- 
dients by preparing a tally, DD Form 666, in duplicate. Copy No. 1 is delivered 
to the warehouse where issue is effected by the commissary officer. Quantity 
data from the tally are posted by commissary clerks to the abstract of ingredi- 
ents transferred to the bakery, DA AGO Form 10-188. At the end of the month 
this abstract will be priced, extended, totaled, assigned a voucher number and 
posted as a credit to the subsistence subsection and as a debit to the bakery sub- 
section of the commissary officer’s account. 

(2) When, during the month, ingredients are received exclusively for the 
bakery, the voucher on which they are debited to the commissary officer’s account 
will be posted as a debit directed to the bakery subsection and will not be posted 
to the subsistence subsection or to the abstract of ingredients transferred to the 
bakery. 

(8) On the day that the inventory is taken in the commissary, the finished 
products and ingredients on hand in the bakery will be inventoried as part of 
the commissary inventory. The inventory, when completed, will be priced 
and extended, and the value thereof posted as a credit to the bakery subsection 
of the commissary officer’s account. 

(4) The net debits charged against the bakery subsection of the commissary 
officer’s account will be priced at the puotations cited in the subsistence price 
list for the installation. (This price list is revised monthly using the latest 
quotations from the regional depot plus the most recent local procurement. ) 
The extended net debits will be the cost of ingredients used by the bakery in 
the calendar month. 

b. Supplies: (1) The cost of supplies issued to the bakery officer will be de- 
termined by the station property officer at the time of issue. 

(2) The unit prices quoted by the station property officer will be obtained 
from the latest local purchase order or similar document. Unit prices for 
charging centrally procured supplies will be obtained from pricing guides, stock 
lists, supply bulletins, and other references published by the Department of the 
Army. 
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(3) Copies of all issue slips covering expendable property will be priced by 
the station property officer and forwarded to the installation comptroller where 
the amounts will be extended and entered in a register of expendable supplies 
issued. 


SECTION V-—-CONTRACTS AND SERVICES 


11. Traveling expenses.—The cost for traveling expenses, other than perma- 
nent change of station, will include two elements: The estimated cost of public 
transportation and expenses paid to the individual. The cost of travel will be 
charged to administrative expense. 

12. Other contractual services.—Costs incurred for work performed and serv- 
ices received under contract will be recorded in the appropriate cost accounts 
in the months during which the work was performed or the services were re- 
ceived, without regard to when the payments under the contract are due, unless 
the amount is so small that charging the entire cost against the operation of 1 
month would have no distorting effect. The amount of the obligation should 
be set up as a deferred charge and expensed concurrently with the benefit 
received. 

SECTION VI—DEPRECIATION 


13. Definition.—Depreciation is the decrease in the value of capital assets 
caused by wear and tear and action of the elements. The amount expended 
monthly will be established for each item in the asset account. See table I 
attached for the applicable rate. 


SECTION VII-—-TAXES 


14. Definition.—Real estate (buildings and land) and personal property 
(machinery and equipment) tax rates will be obtained from the local county 
and/or city assessor’s office for comparable property. Since these tax rates 
are based en annual tax payments, one-twelfth of the rate will be used in de- 
termining the monthly cost. 


SECTION VITI—CHART OF ACCOUNTS 


15. Table of accounts.—The operating cost accounts and account titles are 
established by groups, indicating functional activity. The list is as follows: 





Account | si Account | ia 
group eee Title group | prt Title 
No. —— | No, | 
100 Ingredients 300 |.. ..| Shop expense—-Con, 
101 Flour, hard wheat 303 | Janitorial sunplies. 
102 Flour, whole wheat. | 304 | Wrapping supplies. 
103 Flour, rye. | 305 | Laundry services, 
104 Shortening. | 30 Building repairs, 
105 Yeast | 307 | Oven repairs 
| 106 Salt. 308 | Equipment repairs, 
107 Malt, sirup. 309 | Depreciation 
108 Milk, dry or other. | 310 | Other, 
| 109 Sugar. 400 |.. | Administrative expense: 
| 110 Mineral yeast food. 401 | Administrative payroll. 
| 111 | 402 | Travel and per diem. 
| 112 Mold inhibitor, 1 | 403 | Stationery, printing, etc, 
| 113 Vinegar. 1 | 404 | Postage, telephone, and 
114 Caraway seed. 1| | TWX, 
115 Pan grease. j 405 Taxes. 
116 Divider oil | 406 Office equipment repairs. 
117 407 Depreciation office 
| 118 equipment 
| 119 408 Retirement and FICA 
| 120 409 Other. 
200 |... Shop labor 500 |...- .| Selling expense. 
201 Superintendence (Chief 501 Payroll—loaders and 
Baker checkers 
202 Bakers and helpers 502 Payroll—commissary 
203 Slicers and wrappers. 503 Payroll—delivery. 
204 Janitors 504 Truck racks, sacks, car 
205 Miscellaneous shop labor. tons, et« 
206 | Retirement and FICA. 505 Other commissary ex- 
300 |. Shop expense pense 
301 | Heat, light, power, and 506 Delivery expens 
water 507 Retirement and FICA 


302 Shop supplies 508 Other 
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16. Account definitions.—Since the account structure shown in the table above 
is identical to the format of the quarterly report, QMC form T-58, explanation 
of account content will be covered in section IX, reporting. 


SECTION IX——REPORTING 


17. Preparation.—A cost report will be prepared by each installation operat- 
ing a garrison bread bakery for each quarter of the fiscal year. Preparation of 
these reports will be the responsibility of the post quartermaster. Every measure 
will be taken to insure that costs are completely and accurately reported and 
that sufficient information is included in the supporting data to clarify and 
support the information furnished in the cost report 

18. Submission.—Reports will be submitted on QMC form T-58, Quarterly 
Report of Garrison Bread Bakeries. The original and two fully legible copies 
will be forwarded to reach Budget and Fiscal Division, Office of the Quarter- 
master General on or before the 15th of the month following the close of the 
quarter being reported. 

19. Content or report.—The six sections of the quarterly report will contain 
information developed as follows: 

a. Section I: Indicate opposite each of the types of bread, the number of 
pounds produced. These figures should reflect finished weight and not formula 
weight. The number of pounds “crippled” in production will be subtracted 
from gross to establish the net usable poundage. 

b. Section II: This section reflects the outlets served by the bakery. Totals 
should be footed vertically and horizontally. 

ec. Section III: (1) This is essentially a strength report Personnel will be 
reported in man-hours worked. These data will be segregated to indicate the 
type of work, i. e., function, performed. Personnel working within the confines 
of the shop will be reported under “Labor.” Personnel engaged in administra 
tive and/or selling functions should be reported accordingly. Where work 

ssignments change, time records will be maintained to indicate the portion of 
ft chargeable to each designated heading 
2) Administrative man-hours should cover the time of bakery officer and his 
erical staff 

3) Selling man-hours should include the time of personnel receiving orders, 
delivering bread to using units and/or issaries, commissary salesmen or 
any other work performed in connection with the handling of bread from the 
time of disposition from the bakery to the time of change in accountability to 
the using element 

4) All man-hours reported in section III should be inflated by 11 percent to 


cover leave time 





Section IV: (1) The cost of raw materials, i. e., ingredients, will be deter- 
ined from the issues shown on the commissary records If inventory records 
are not maintained, it will be necessary to take a physical inventory at the end 
of each quarter to determine the quantity on hand 
”) Shop labor costs wi be determined as follows: 


(a) Civilian: The basic pay or overtime rate multiplied by the man-hours 
expended. Add 11 percent of recular time to cover leave 


b) Military: Use weighted pay scales available in SR-35-4300-2. This pay 
ate should be multiplied by the man-hours expended. Add 11 percent to cover 
eave 

Section V: (1) Heat, light, power, and water, if not metered, will be 
established from annual costs maintained by the post engineer. A quarterly 
rate per square foot of space « ly by the bakery should prove a satisfactory 
yardstick (includes gas and/or fuel oil) 

2) Supplies, costs, of the various types, should be developed from issues made 
to the bakery during the quarter 

3) Repairs (See par. 19e (1) above.) 

1) Laundry service includ he laundering of bakers’ whites, intermediate 


proofer tray pockets, cotton bags and/or other items used in the bakery operation, 
5) A depreciation rate will be applied to all machinery and equipment (as 
art) until the machinery and equipment attains the maximum of life expect- 
after which time the te will he discontinued, and the cost 
epair and maintenance 01 \ appiy to the operating cost. Any replace- 
machinery and/or eq ment will be depreciated in cordance with the 


ly replacement factor. 
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(6) Taxes: Real estate and personal property Use land and property rates 
of the surrounding community 

(7) Retirement and FICA costs represent the percentage paid by the United 
States Government and not the amount withheld from the employee. Use 2% 
percent of regular payroll to cover FICA and retirement contribution. 

(8) Selling payroll: Should include the payroll of loaders, checkers, Ccommis- 
sary clerks, and delivery personnel where bread is handled by “central delivery” 
from shop to user. 

(9) Commissary expenses: A prorata share of commissary operating costs, 
exclusive of salaries, to cover sales of bread. 

(10) Delivery expenses: Should cover operation of trucks effecting central 
delivery as well as pick-up by the commissary It should include gas and oil, 
tires and tubes, preventive maintenance costs, payroll of maintenance personnel, 
license tags, and depreciation on trucks. All costs including delivery payroll 
will he costed at a per-mile rate 

f. Section VI: (1) Cost per pound of bread produced will be computed by divid- 
ing the total operating cost by the total net poundage shown in section I. 

(2) Analysis of unit cost: The unit cost mentioned above will be detailed to 
indicate the portion spent on ingredients, shop labor, ete. This detail provides 
an excellent yardstick for comparison with the operating efficiency of a commer- 
cial concern, 

(8) Cripples: Damaged bread represents a loss to the shop and should be held 
ata minimum. The measures outlined indicate the percentage to total “gross” 
production in pounds and the cost of cripples. The latter figure may be devel- 
oped by multiplying the percentage by total operating costs. 


35356—53 7 
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APPENDIX I 


Monthly depreciation rates 
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Tas G 





rHE QUARKTERMASTER CLOTHING FACTORY AT PHILADELPHIA 





(a) The Acting Chairman of the Munitions Board requested in a memorandum 
for the Under Secretary of the Army and for the Under Secretary of the Navy, 
dated April 2, 1953, that the Marine Clothing Factory and the Quartermaster 
Clothing Factory at Philadelphia be jointly surveyed under the concepts set 
forth in section IIL B of Department of Defense directive No. 4000.8 and that 
the Munitions Board be informed as to: 

(1) Justification for the retention and operation of any clothing manufac- 
turing facility by a military department 

(2) The facilities which can be discontinued and the target date for in- 

activation 
The clothing manufacturing operations which can be consolidated. 
(b) The Comptroller of the Army has been charged by the Under Secretary 
of the Army, through the Assistant Secretary of Army (R. and M.) with the 
conduct of the survey, to be carried out jointly with the Department of the 
Navy and as directed by Department of Defense. The Marine Corps has been 
designated the action agency for the Department of the Navy. 

A questionnaire to be used as a basis for securing the necessary factual infor- 
mation has been prepared by the Office of the Quartermaster General in con- 
junction with the Office of the Comptroller of the Army, and has been approved 
by the Marine Corps. At the present time, June 8, 1953, has been designated 
as the deadline for securing all factual information that may be considered 
necessary to complete the survey of clothing manufacturing operations. 


Tas H 
COFFEE ROASTING PLANTS 


The Munitions Board conducted a study of the coffee roasting operations of the 
Department of Defense and submitted a staff report, dated October 1, 1952, 
to the Vice Chairman for Supply Management. A copy of this report is attached 
as tab Dl. Your attention is invited to pages 7, 8, and 9 of this report which 
contain the following statements: 

“The effectiveness of Military Subsistence Supply would not be improved by 
the disestablishment of military plants in favor of commercial facilities to roast, 
package, and distribute the coffee required by the military services in the conti- 
nental United States or in overseas areas (p. 7, italics as contained in the report). 

“While commercial capacity is available to roast coffee for the services, mili- 
tary requirements with respect to inventories, specifications, and packaging 
militate against an economical operation by commercial processors. Estimates 
from two major coffee distributors for comparable blends to that used by the 
services quoted prices, f. 0. b. their roasters, of $0.725 and $0.705 per pound in 
50-pound and 100-pound bags, respectively” (p. 7). 

“The above-mentioned quotation from a commercial roaster of $0.725 per 
pound in 50-pound bags, which is the size the services use, compares with the 
military cost figure of $0.6667 per pound, a difference of $0.058 per pound. On 
the basis of 88 million pounds roasted by the Armed Forces during 1951, the 
roasting of coffee by the services represents a saving to the Government of ap- 
proximately $5 million over the commercial roasters’ quoted fizure. If the mili- 
tary departments discontinued roasting coffee, it is anticipated that the above 
cost spread might be further widened. This supposition is predicated on testi- 
mony in Senate Report No. 2377, Utilization of Farm Crops—Price Spreads— 
Coffee, where it was shown that coffee roasters in the period from 1942 to 1947 
customarily worked on a margin after accounting for shrinkage of just under 
$0.12 to $0.15 per pound” (p. 7). 

“From the military departments’ viewpoint, and based on the experience en- 
countered during World War II, the matter of quality control proved to be the 
most troublesome single factor in dealing with commercial roasters who had 
contracts to roast military-owned coffee. This situation resulted from the small 
unit profit which caused frequent substitution of undergrade coffee for the Gov- 
ernment-owned product. The problem of quality control was further accentuated 
by the attempts of many of the commercial roaster contractors to effect economies 
by either roasting coffee under inadequate temperature conditions or not roasting 
the coffee for the required period of time” (pp. 8 and 9). 
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Secretary Jounson. In that respect I would like to cover these com 
mercial and industrial type facilities a little further. In this regard, 
in the Army Organization Act, there is a paragraph which makes it 
incumbent on the Secretary of the Army to go into that type of 
oper: ition where it can be done economically. But by inference the 
burden is on the Secretary of the Army to show that it is not economical 
todo it that way. So that by law and statute he is required to go in and 
peruse those things that are required for the Army’s need which can 
be done economically. 

Well. one time in an appearance before this committee I made the 
statement that even if it would cost a little more to do it commercially 
I would rather see it be done by private industry, because private 
industry paid the taxes which support all government. Well, I laid 
myself open to some criticism on that particular statement and I had 
temporarily forgotten that paragraph in the Army Organization Act, 
and since then have been reminded of it. The difficulty is that the 
cost figures on an Army operation of that type, or on a service opera 
tion of that type, are very, very difficult to get. When you go to pin 
down those cost figures there is nobody who can really give them to 
vou. The facilities, the heating, the liability insurance on employees, 
and all the many things that go to make up the commercial cost, are 
not thoroughly acquired and described and figured in the Government 
cost. I don’t know whether they will ever be, but certainly it is our 
intent to try to get them. 

Basically our policy is, Wherever possible, to keep the Army out of 
industrial and commercial type operations. 

In the few years I have been over there at the Secretary level in the 
Department of the Army, and from my experience in uniform—which 
is some 6 or 7 years actually on active duty in uniform—my experience 
is that the Army, the service military man, is so ¢ ompetent in the field 
of combat and in the field of winning a war that it is hard to under 
stand how he gets that compe tent with the little amount of fighting 
that he actually engages in. Actually the military leaders have 
never let the country down. They have always come through and paid 
off when the chips are down. 

But the further you get away from that specialized professional 
operation, the less competent they become. It is just obvious if you 
or I were pulled away from our spec lalties we would become less and 
less competent in other fields. It is in this field that I think the civil 
ian leadership can make the major contribution. That is why we are 
pleased at giving the committee what we are doing and getting the 
committee’s aid, because so far this committee has been a real help to 
us in getting through some of the reforms urgently needed. 

Mr. Rreneman. Mr. Secretary, we want to continue to be helpful 
and that is exactly why we are asking you up here today, to see where 
improvements can be made, and to see if we can continue from now 
on to be helpful to you people. 

Have you anything else ? 

Mr. Batwan. I have one question. You told us you knew what 
section of law this is. Could you give us the citation ? 

Secretary Jonnson. Do you have the Army Organization Act 
handy? I think it is paragr ‘aph (e) of section 101. 

Mr. Pearson. I think it is on the first page. 
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Secretary Joinson. About the first or second page. It is para- 
graph (e), section 101 of the Army Organization Act of 1950. 

Mr. Rreutman. Before Mr. Meader asks a question I would like the 
record to show that he is one of the distinguished members of the full 
committee and is also serving on two other important subcommittees. 
We are sorry he is not a member of our subcommittee, but he has had 
a lot of experience in this, and last yeal served on the old Bonner sub- 
committee. 

(reorge, do you have some quest ions you would like to ask ? 


PROPERTY ACCOUNTING 


Mr. Mraner. Thank you, Mr. Chairman. When you told me you 
were hearing Mr. Johnson and Mr. Pearson today I was very much 
interested in listening to their report on the developments of the 
hearings that were held last December, which were some of the most 
interesting hearings that I have witnessed since becoming a member 
of this full committee. 

I wanted to ask Mr. Pearson one or two questions because of some 
testimony he gave last December. I want to quote from two para- 


graphs of his testimony on page 262 of the hearings on last December 
+ from Mr. Pearson’s testimony: 

The task of installation of businesslike accounting in the Army is a tremen- 
dous task. We are 100 years behind business, or certainly 50 years behind busi- 
ness in that respect. The jobs of all of us in these procurement and distribution 


activities would be much more attractive if we could walk on the solid ground 
of solid facts in reaching conclusions rather than in the hazy elements of in- 


con ple te facts 


That is the end of the quotation. At the time of that hearing I was 
not aware of and I think Mr. Ford called my attention to the require- 
ments of title 31, United States Code, section 66 (a), (b), and (c). 


I would like to point out that under 31 U. S. Code, section 66 (a), (b), (c), the 
General Accounting Office is required to prescribe principles of accounting for the 
executive departments and to assist them in establishing accounting systems, 


then is required to review executive agency accounting practices from time to 
time 

In the light of the most recent statement by Secretary Johnson, I 
would like to ask Mr. Pearson if he would not develop briefly some of 
the deficiencies in the military accounting systems as to what ought to 
be done, and give me some idea as to whether or not the General Ac- 
counting Office is doing anything about carrying out the duty that the 
statute that I just read gives them as a responsibility. 

Secretary Jounson. Could I answer the first part and let Mr. Pear- 
son take over after that, Mr. Congressman ¢ 

Mr. Meaper. Certainly 

Secretary JouNnson. When the new Secretary, Mr. Stevens, took 
office, he rightfully started reviewing most all of his duties. He got 
briefed on those. But then he turned around and wanted to know, 
“Where are our problems?” I mean, our big problems. Because this 
job is so big that they let things go that are going well. They do not 
have a chance to get on them. One of the big problems was this 
question of property accounting. 

I brought out to him all the efforts that we had made in the past on 
property accounting, and inventory and accounting figures; and on his 
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instructions we immediately continued to pursue what had previously 
been started. 

As you point out, GAO has certain responsibility or responsibilities. 
We have met on frequent occasions with the General Accounting Office, 
with the Assistant Secretary of Defense Comptroller, and with our 
own Army Comptroller, and with the various technical services heads 
that have responsibility for doing this accounting on the operating 
end. 

Approximately 30 days ago I would say it is now, or 40 days ago, we 
went over and met with Lindsay Warren. As of March 2, the new 
general order was issued by the Secretary, General Order 23, which de- 
fined the responsibilities of the Assistant Secretary and Under Secre- 
tary and De sputy Under Secret: 'y, and so forth. We deferred putting 
that into effect until we were sure that the Secretary had selected two 
men for Assistant Secretary. As soon as that was agreed upon we 
then met with the General Accounting Office. 

[ personally met with them, and Mr. Pearson and other members of 
the Comptroller’s Office. The reason being that under that new order 
my new responsibilities now are for budget and fiscal accounting and 
general management. 


[t is our hope ome we avor that we can work out some system which 
will not give us the perfect answer, but which will give us some work- 


able tools to manage t We know we cannot put this whole system 
under a perfect accounting procedure in anything like the brief time 
that Iam likely to be Under Secretary. Even if I stayed here a couple 
of years, or 4 years, | would doubt whether it could be put in in an 
excellent, businesslike, complete form, such as a big business like 
General Electric has. 

However, we cannot wait for perfection, and we have to have some 
system that will give us tools to work with. To that end we have been 
having a number of conversations, again with the old war horse hero, 
Mr. Pearson, carrying the burden of the higher oper iting cd: Ly to ds ay 
discussions. I think we are coming up with a plan which will be 
suitable to both the Secretary, the Assistant Secretary of Defense 
Comptroller, who is charged with the major spons ibility in this 
field, the Comptroller General, the Bureau of the ‘ade and I think 


we will be able to come up with someth ing that will satisfy this 


committee. 

But, at this point in time I cannot report to you that we do have it. 
However, I can tell you we will have it or we will break in the atte mpt 
to get it, and we will get something that is workable this year, | hope. 

I am going to go on record we will h: ive some very ood working 
tools in the accounting end. 

Pete, do you want to add to that? 

Mr. Pearson. Yes, sir. I will go into the second section of it as to 
the defects which are existent. No one knows the value of the Army 
inventory. 

Secretary Jounson. May I interrupt there? 

Mr. Pearson. Yes. 

Secretary Jonnson. You are knocking the props from under my 
figures here. You had better explain. 

Mr. Pearson. Your statement very carefully said these were esti- 
mated figures. We reached those figures by a rather accurate esti- 








QS MILITARY SUPPLY MANAGEMENT PROGRAM 


mate of the tonnage, and by carefully checking the estimate of the 
average price per ton, and we come out that w ay. : 

But, that provides no guidance at all as to the value by categories 
of supplies, or by ownership; that is, Air Force equity within our 
inventory, and Navy equity, and MDAP equity, and so forth. There 
is no comprehension as to the value of either the inventories or the 
monthly issues, so we do not know the turnover as such. 

Now. if we do not know in dollars where we have been, and we do 
not know where we are, we cannot lay out a pattern or plan as to where 
we want to be at some time in the future so that we can harness the 
energies of these people all pointed in the same direction, to the ac- 
comp lishment of a commonly understood and clearly defined ob- 
jective as of some future date. 

The only way to do that is in dollars. Tonnage means nothing at all. 
There are tons of aspirin tablets and tons of steel plate, which mean 
two different things entirely. 

So, in the complete absence of dollar data control accounting in- 
formation, we have used all manner of expediencies in the past, and 
we have tried to work with individual items rather than with aggregate 
groups of items in categories. 

sut, there are so many hundreds of thousands of individual items, 
that like the Chinese they would never all pass one place, or whatever 
that story is. We are: adding more problems each day, but we are not 
able to cope with them using individual items each day. So, we are 
losing rather than gwaining. 

Now. a merchandise management problem in the Army is not one 
single bit different than a merchandise management problem in busi- 
ness. Merchandise management in business relies — por guidance 
of the basic accounting data produced by its controller or accountant, 
to know how much its inventory was in this categor y of lhe at the 
beginning of the month: how much it took in during that month: how 
much it put out during that month: and how much it had left over 
at the end of the month: and what its annual turnover rate was. 

From that background knowledge of those things it then says, “Our 
inventory should go down during the next 6 months to that point,” 
or it says it will go up in preparation for Christmas, or whatever it 
may be. 

Now, we have none of those tools; so we cannot lay out a pattern, and 
if we laid out a pattern we would have no means of measuring the 
progress of people toward the accomplishment of that pattern. We 
would have no means of determining who was doing a good job and 
thereby should be rewarded by promotion to bigger problems; and 
we would have no means of identifying who was doing a poor job, 
so that we could help them do a better job; or, if they lack the capacity 
to replace them with someone having greater capacity for potential 
service. 

The businesslike practices of the control of inventory by controlling 
what most people call the opportunity to buy, that is, the amount of 
money you can spend to buy things for a category of supplies in a given 
period of time, is deprived us. 

We must establish that before we can get at the trend of things. 

We have asked the leaders in many fields, including the leaders in 
the accounting profession itself, to help us in the development of 
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sound plans for the quickest practicable accomplishment of the best 
possible kind of figures. 

Setting aside the search for perfection, which is represented by the 
charted stock fund approach, which is a laborious and slow process— 
and none of us would live to see its full accomplishment in the Army 
we want to get as much as we can as quickly as we can, so that we have 
something to work with. 

I subscribe to the viewpoint Mr. Johnson expressed, that barring 
unforeseen things, that this year should end with a complete coverage 
of Army inventories, nearly enough accurately expressed to be useful 
and to be very substanti: lly useful in the control of the direction or 
course of our inventory levels, 

Mr. Meaper. By “this year” do you mean this fiscal year ¢ 

Mr. Pearson. No. Calendar year. 

Secretary (tet I might also add one other point there. I think 
the full realization of the magnitude of the supply job—the inventory, 
und the stor: age, the keeping of the operative condition, the rep lace- 
ment and issue—is coming home to the top leaders in the Army. It 
has now become a matter of major concern not only to the ¢ thiefs of 
the Technical Services and to G4, but to the Chief of Staff and the 
Deputy Chief of Staff as well. 

I think there has been a lot of sound, hard, educational work that 
has been accomplished, and this committee is to be commended in 
terms of what they have contributed to it—and in a major fashion. 

The Army is such that it has the competition within it. If you 
will focus the attention on the problem they will lick the problem. 
You are getting the attention focused on it now, so that. I ae real 
hope that the progress we have been seeking to obtain is now in the 
process of achievement. 

Il am sure that in this field we will have a much better solution than 
we have had before. 


INVENTORY TURNOVER 


Mr. Meaper. Let me ask you on your estimated basis whether you 
have any idea about inventory turnover at the present time along the 
lines that Mr. Pearson is testifying he anticipated would be the case 
in the medical supply field ? 

Mr. Pearson. Based on tonnage, the aggregate Army inventory 
turns over approximately one-half of one turn per year. That is 
about one-fifth or one-sixth as frequently as it could turn over. 

Included in that calculation, in the inventory upon which that 
calculation is based, are the specifically authorized mobilization re 
serves accumulated for a specific purpose. If we eliminate those from 
the inventory we increase our turnover from 0.5 to something in the 
area of 0.8 per year, which is about one-third the turnover that should 
apply. 

Secretary JoHnson. We could give you a much better answer to 
this in an executive session. 

Mr. Pearson. I had to be most careful on that answer to your 
question. 

Mr. Meaper. Could you give a rate of inventory turnover of the 20 
percent of so-called common use items ? 
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Mr. Pearson. I do not think it is any higher. It seems strange 
enough but that was one of my greatest surprises—that our turnover 
of common use, ordinary ever yd: iv, commercial things, housewifelike 
things, is more apt to be less than our turnover of intricate military 
things. 

Secretary Jounson. However, we are doing it on this basis. We 
are reducing those excess stock levels by pulling them down to the 
90-day authorized level. We pull them down to it, and it should give 

four-time turnover automatically. 

Mr. Prarson. We are hoping . will drop. 

Mr. Ikarp. It may take a year or 2 years to get to that point. 

Mr. Pearson. It will take as nee as the existing stock and things 
over us carry us. 

Secretary Jonnson. It depends on how far you authorize your stock 
level. 

Mr. Pearson. There is a reason for this condition. There is a 
reason for that if you search far enough in most of the precise, 
methodical military minds. Their budgets go up and down with the 
military swings, from years when they must be penurious to years in 
which they have fully adequate money, such as the 2 years that 
followed the outbreak of the Korean action. 

In those years, in a manner that is natural—and I think not neces- 
sarily to be condemned in itself, per se they acquired a few dollars 
here, a few dollars there, and a few dollars some place else, and they 
tuck that away in things which are common supplies, and which are 
things to be used year after year, after year, after year, in order that 
in the lean budget years they might not have to spend money from a 
very limited purse fo bu those things, and can use that to buy the new 
things of their trade, which is armament. 

Mr. Meraper. Sort a a stretch-out with a different twist. 

Mr. Pearson. Its effect is that. 

secretary JoHNnson. There is another aspect of this, too. Their 
authorized stock levels are set up in the terms of the ize of the forces 
tl ney are allowed to have in being. If you were to have something 
hi appen, let us say, where you have a substantial re luction—it does not 
seem likely, but let us say that you have a substantial reduction—of the 
people on a tive qauty. imme diately their stock levels in terms of use 
would be that much ereater, so they might take longer to reduce. 
If you expanded, it would take less time. 

But we are going on the theory, if I may say this, Mr. Congressman, 
that if you transfer 1 million men from civ ilian life to 1 million men 
in uniform. you can chr the soap that was being sold to that 1 million 
men in civilian life and just divert that stream of soap into the 
military. 

We do not have to have a big stock level of soap to take care of the 
fact that we are going to have 1 million more men. There is capacity 
in the civilian machine to feed in there. We do not need to stockpile. 

Mr. Meaper. They may get a little more soap in the Army. 

Secretary Jounson. They may wash less frequently. 


REORGANIZATION PLAN NO. 6 AND SUPPLY MANAGEMENT IN THE ARMY 


Mr. Mraper. Mr. Chairman, I do not know whether this question is 
exactly in order, but it is one in which I am very interested, if I can get 
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Mr. Johnson and Mr. Pearson to discuss it fora moment. What effect 
will the new defense reorganization plan have on some business man- 
agement reforms, such as standardization, the catalog system, com- 
mon procurement and distribution of common items, and matters such 
as this RiehIman subcommittee has been concerned with ? 

Secretary Jounson. May I answer the question because this gets 
into the realm of spec ulation, and I think in some w: ays it is not our 
problem to get over that. 

Mr. Rreu_tman. May [say this: I] am sure Mr. Meader does not want 
you to comment unless you feel free. Is that correct? 

Mr. Meaper. From the point of the view of the Army. 

Secretary JoHNSoN. Yes. The Army looks at it this way: The new 
team is a team composed of men of action; and I think they are the 
executive type personnel that gets things done. They have made a 
reputation on the outside for high efficiency and combine that high 
efficiency with the determination to get things done. I think we have 
the opportunity of doing a lot of the things we have been seeking to do. 

I am not in any way saying that the ol 1 team was not a good team, 
f am mere ly saying th: at the reorganization as propos ed at the phipee nt 
time offers a possibility for streamlined executive decision which can 
be interpreted and implemented at the operating level better than a 
committee operation, such as we previously had. 

So that | am personally more optimistic of what we are going to do 
rather than less optimistic. 

Mr. Meaper. In other words, the substitution of the idea of a deci 
sion by an administrator rather than the decision by a board or a 
committee, in your judgment should expedite the institution of these 
reforms we have been talking about ? 

Secretary Jounson. I believe so. I believe when you have a com- 
mittee ope ‘ration you have to give and take. It is a democratic form 
of operation, Tam sure. But Iam also sure that the Executive branch 
of the Government cannot function effectively through a committee; 


and that it has to be done on the basis of executive authority. Also, 
that by givi ng execut! ve authori ty Rat DEE, Sener ena Soe ‘an 
pinpoint inefficiencies and unwillingness to act, which is extremely 


difficult to do in a e mittee oper: nn Then if you do not get the 
ction. move 1n and el] Op Ul he head of the ou \ Wi ho does not do the work 
he is supposed to do. 


STANDARDIZATION 


Mr. Meaper. Mr. Johnson, I recall seeing some statement about 
standardization of clothing in your testimony last December but I 
cannot find it right now. Do you recall that testimony? Has there 
been anything done on standardization between services on the items 
of clothing? 

Mr. Pearson. I think the statement was to the effect that nothing 
had been accomplished substantially. 

Mr. Meaper. That was the understanding. 

Mr. Pearson. If we were to report now, honestly, we would say that 
we have taken not more than the first few steps in a journey of a 
thousand miles on that thing; again relating to the joint agency, and 


joint committee, and joint guidance type of approach, in which it 


is being standardized for a voice in the determination of standardiza- 
tion. 
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Mr. Meaper. Has there been any standardization in any other fields 
between last December and the present time ? 

Mr. Pearson. We have embarked on a very progressive program of 
standardization of mechanical things to overcome and obviate the 
necessity of carrying needlessly duplicating supply lines of repair 
parts. That program is an ol 1 program and one very badly needed. 

There is a report, for instance, from Ge ners al Clark that in Korea 
there are as many as 21 different makes of truck mounted crane shovels, 
which means 21 comp vlete ly duplic ating pipelines of supplies of spare 
parts all the way through, from base depot to Pusan depot to the for- 
ward point. Weare engaged in a program, and have been for quite a 
little while, actively and energetic ally, to accomp lish a standardiza- 
tion so that we have one make of crane shovel. 

Now, we have been slowed down on that quite a little bit lately by 
the fact that another committee of Congress disagrees with the route 
we have chosen to travel there, and I am appearing before them to- 
morrow in defense of our position. 

Secretary Jounson. However, on that I want to point out we are 
slowed down to the extent that the other committee wants to know 
about it, and not that they are opposing it. This is no criticism of 
that other committee. 

Mr. Pearson. We are suffering a needless difficulty on the severe 
shortage of supply parts. Even if we get down to the last two pieces 
of equipment we have, they would be of different makes, and we 
couldn’t cannibalize them, carrying it even to the extreme of despera- 
tion in combat. 

Secretary Jounson. May I touch a little on the standardization? 
May I say this also, Mr. Chairman? We were due to meet with 
Senator McClellan and some other people at 4 o’clock. We sent out 
word once. We would be glad to come back if the committee could 
see its way clear to have us come back. 

Mr. Rreneman. Mr. Secretary, there are just a few questions that 
we think can be answered by a statement from either vou or Mr. 
Pearson, and I will have the staff prepare them. It is a little of the 
field that you did not cover under this directive 4000.8. I doubt we 
will need you to come back. 

Secretary Jounson. May I repeat this for the Secretary: He wants 
us to give you the facts as we see them in every respect that we can 
possibly do it. But our whole hope here is that by the combined effort 
of the committee and the De ‘partie nt that we will be able to achieve 
an improvement, and continue the improvement that has started, and 
carry it forward with greater velocity. 

Mr. Ikarp. Mr. Chairman, on this point, when the staff counsel asks 
those questions I would like to include one asking you gentlemen if 
you can spell out a little more about this standardization we were just 
getting into here. TI attempted to get into it with some questions, but 
I would like to know exactly what the operations of it are from your 
standpoint. 

Getting back to the thing you touched on briefly in your committee, 
that is, as to whether it was design specifications, or single supply. 

Secretary Jonson. Yes. 
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(The material to be furnished is as follows :) 


STANDARDIZATION 


There are two types of standardization in the Army’s procurement program 
The first, which may be called design standardization, is authorized by Public 
Law 436, 82d Congress, which vests in the Director of the Defense Supply Man 
agement Agency power to standardize the design of items used by two or more 
military departments. The second, which may be termed “single supplier stand 
ardization,” is authorized by Public Law 413, 80th Congress, the Armed Services 
Procurement Act of 1947, which vests in each of the military Secretaries power 
to negotiate contracts (in lieu of formal advertising) for items of technical 
equipment when necessary in the public interest; in effect, this permits the 
military departments to procure exclusively the product of a single supplier of 
technical equipment. 

Section 4 (b) of Public Law 486, which establishes the Defense Supply Man 
agement Agency, provides: 

“(b) In supply standardization, it shall be the duty of the agency to achieve 
the highest practicable degree possible in the standardization of items used 
throughout the Department of Defense, through the development and use of 
single specifications, in the elimination of overlapping and duplicating item 
specifications, and in the reduction of the number of sizes, kinds, or types of 
generally similar items.” 

Other sections of this statute assign to the Director of the agency the duty, 
among other things, to resolve differences between the military departments with 
respect to specifications, to approve all item descriptions, patterns, and names, and 
to transmit periodic progress reports to Senate and House Committees on Armed 
Services. 

The legislative history of this statute indicates that it was the intent of Con- 
gress to encourage uniformity among the services as to numbering and nomen- 
clature of items (cataloging) ; design of items (item standardization) ; and the 
physical handling and paperwork procedures, by which items are processed from 
the producer through the pipeline to the ultimate consumer. The benefits which 
Congress intended to achieve by enactment of the provisions authorizing item 
standardizations are indicated in the committee report, House Report No. 1994, 
82d Congress, 2d session, which states: 

“Standardization of the design of items used by the military forces reduces 
the number of items procured, stored, and issued; reduces the overall stock of 
each item by permitting greater flexibility in drawing upon stocks of all services: 
and allows a using service or activity more readily to absorb the exeesses gen 
erated by another, thus cutting procurement requirements and at the same time 
reducing surplus disposals. The process of design standardization is greatly 
facilitated by complete identification through cataloging.” 

Under authority granted by this act, the Department of Defense and the mili 
tary departments have issued regulations and instructions which are designed 
to effectuate the purposes of the statute. These regulations, among other things. 
encourage adoption of commercial specifications where practical, and provide 
guidance for reducing the number of sizes and types of generally similar items 
A copy of the Defense Supply Management Agency’s Manual for Military 
Standards, dated February 1953, and a copy of the Army Special Regulations 
7715-50-20, dated March 1953, are forwarded herewith as enclosures 1 
respectively. 

The single supplier standardization program is conducted under the au 
thority of the Armed Services Procurement Act of 1947, Public Law 413. 80th 
Congress. As you know, this statute provides that, in general, purchases and 
contracts for supplies and services shall be made by advertising: however. in cer 
tain enumerated circumstances, procurement without advertising is authorized 
One of the circumstances in which such negotiated procurement is permitted is 
where the procurement is: 

“20 (13) for equipment which the agency head determines to be technical equip 
ment, and as to which he determines that the procurement thereof without ad 
vertising is necessary in order to assure standardization of equipment and inter 
changeability of parts and that such standardization and interchangeability is 
necessary in the public interest.” F 

A major purpose of Congress in enacting this statute, it appears from the 
legislative history, was to provide the military departments with a means of 
solving the complicated spare-parts problem that has resulted from an in 


> 


and 2, 











104 MILITARY SUPPLY MANAGEMENT PROGRAM 


creasing use of mechanized equipment and a growing diversity of products capa- 
ble of performing basically similar operations. In the case of highly com- 
plicated equipment, parts are fully interchangeable only if manufactured by 
the same supplier; experience in some cases has shown that even where certain 
equipment was made by different producers from the same specifications and 
drawings and with essentially the same manufacturing techniques, there was not 
complete interchangeability as to parts. The consequence is obvious: The mili- 
tary departments must stock spare parts which can be used in products of each 
of the various manufacturers. At best, this involves uneconomical purchases 
space which could in some cases be more profitably utilized 





and use of stor 














for other pu It has graver consequences in battle conditions, where the 
ability to cai lize some machines in order to maintain the remainder in work- 
ing condition is essenti: Che committee report, House Report No. 109, 80th 
( ress, Ist session ter d ssing these matters, concluded 

The great military importance of standardization, and the considerable 
savings it permits, make it important that the ‘services be able to standardize 
( r end products. In order that these end products and their parts may 
be ist i easonable price } services have an urgent need for the 

h » nego ep hases of st lized items from either the manufac 
| I r the ass¢ blers 

To carry out the authority granted by this statute, the Army has created an 
Advisory Committee on Procurement Without Advertising of Technical Equip- 
ment and C ments, which is charged with the responsibility of reviewing 
the justification of a proposed single-supplier standardization submitted by 
the technical service concerned, and advising the Procurement Secre tary on the 
matter. The Committee is made up of five members, each of the following offices 
being represented for the purpose indicated: 

1) One member from the Procurement Division, G—4, in order to assure 
consideration of such procurement factors as production c: lity and industrial 
mobilizatic 


b) One member from Supply Division, G—4, in order to assure consideration 
of current inventories of similar types of equipment and the effects of stand- 
ardization on maintenance and distribution. 

c) One member from Research and Development Division, G—4, to assure 
consideration of the status of existing development projects. 

(d) One member from Office of the Assistant Chief of Staff, G-—3, in order 
ent and pending authorizations for such equipment 
in tables of organization and equipment, and to consider also the effect of 
standardization upon the Army’s operations. 
ber from the Office of the Chief of Army Field Forces to assure 
consideration of the effect of standardization upon training and field operations 
in which the subject equipment is used. 





to assure consideration of cu 


(e) One men 








Single supplier standardization is effected only when the Procurement Sec- 
retal acting with the bene of the advice of the Committee, determines that 
to acquire supplies or technical equipment negotiation without competition is 


necessary to assure standardization and interchangeability of parts, and that 
such standardization and interchangeability are necessary in the public interest. 
The basic policy which has guided the Army’s single supplier standardization 


prog 





a is set forth in Army Regulations 15-440, December 3, 1951. <A copy of 
these regi tions is forwarded herewith as enclosure 3, together with a copy 
of an explanatory disposition form from G—4 to the technical services, dated 
December 13, 1951, and forwarded as enclosure 4, 

These regulations provide that negotiation under this authority will be limited 
to purchases of items of technical equiptment which must be taken into the field 
with troops and will not be applied to items of commercial equipment used 
exclusively in installations in the United States. The period of standardization 
may be for a limited period of years only, which period will be generally in ratio 
to the life of the standardized article. Furthermore, this authority may be 
used only when there is a current procurement requirement for the item and 

hen the existing stock of identical equipment, components, and spare parts is 
of sufficient value to accomplish substantial savings by interchangeability of 
parts. Finally, these regulations require that the initial procurement of all 
equipment ultimately standardized will be by competition, and that the price 
developed as a result of such advertised procurement will be used after standard- 


ization of the item as a basis for negotiation of subsequent contracts with the 
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During the present national emergency, the single-supplier standardization 
program can be carried out under the authority of section 2¢ (1) of Public Law 
113, as well as section 2c (13) which is quoted above. Section 2¢ (1) permits 
the negotiation of contracts without advertising during a national emergency pro 
claimed by the President when the Secretary of a military department determines 
such negotiation to be in the public interest. However, even if this negotiation 
authority should be used, the standardization procedure prescribed by the pre 
viously mentioned regulations would be followed unless the Secretary approved 
i departure therefrom. 


[Defense Supply Management Agency Manual—DSMA M3] 
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Director, Defense Supply Management f Cu 
SECTION 1 INTRODI TION 
1.1 Authority and responsibilities —Under the provisions of Publie Law 436 


82d Congress the Office of Standardization of the Defense Supply Management 
Agency has been established. The Office of Standardization, Defense Supply 
Management Agency, in order to direct the efforts of the military departments 


in the Department of Defense standardization program will 





a. Develop pertinent policies and procedures 

b. Guide the standardization program by establishing areas wherein standard- 
ization is most important to the military establishment 

c. Make assignments and assign priorities 

). Estublish time schedules for the completion of assignments 

e. Monitor departmental progress in assigned areas 

f. Provide guidance and advice to the military departments in the performance 
of their assigned tasks 

a. Make tinal decisions in all matters pertaining to standardization, subject 
to review and modification by the Secretary of Defense. 

1.2 Objectives.—The purpose of the Department of Defense standardization 
program is to attain the highest degree of practical standardization of all items 
of matériel used by the Armed Forces. The program shall be directed toward 
the following objectives: 

a. Determination of the least number of types or kinds of items required to 
fulfill the missions and needs of the Armed Forces. 

b. Attainment of the greatest practical degree of uniformity and interchange- 
ability in the component parts of such items. 

e. Attainment of the highest practical degree of standardization in those 
processes and practices essential to the manufacture, packaging, inspection, and 

ceptance of these items. 

d. Establishment of media to insure purchase of only such items as meet those 
requirements deemed essential to the Armed Forces. 
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e. Use of uniform terminology and definition of technical and engineering 
practices and principles by prescribed uniform methods devised for accurate de 
scription of items or processes. 

1.3 Emphasis on standardization.—To achieve the objectives of the standard- 
ization program, emphasis will be placed on standardization studies and the 
preparation of standards. Specifications will be based upon applicable existing 
standards in order that standardization will be reflected in future procurements. 

1.4 Responsiveness of military standards to progress.—In furtherance of the 
purpose stated above, it is intended that military standards at the time 
of promulgation shall properly relate the prescribed military requirements to the 
existing stage of technological development and current industrial practices 
Changes to standards are expected and desired whenever such changes are war- 
ranted by technological and scientific progress or by experience in manufacture 
or use of the item covered. Under this policy, no military standard is to be 
construed as inalterable, or to be aimed at restricting and stifling technological 
development and improvement of design. However, promulgation of a coordi- 
nated standard will not be delayed awaiting the results of technical investiga- 
tions or tests aimed at refinement above and beyond those necessary to specify 
items of requisite quality consistent with the military needs, current industrial 
techniques, and potential capacity for production necessary to meet the quantity 
requirements. 

15 Purpose.—This manual establishes procedures for standardization studies 
and for processing military standards. 

1.6 Definition of terms.—As used in this manual, the following terms shall 
have the meanings indicated. 

1.6.1 Activity.—One of the technical services of the Army, bureaus of the 
Navy, the United States Marine Corps, or the Wright Air Development Center 
of the Air Research and Development Command, USAF. 

16.2 Advisory group.—The four members or their alternates, designated by 
the Departments of the Army, the Navy, and the Air Force and the General 
Services Admiinstration to advise and assist the Chief of the Office of Standard 
ization in the development of standardization policies, programs, rules, and 
procedures 

16.3 Custodian.—The activity designated as responsible for departmental co 
ordination and other related functions in connection with military standards. 

16.4 Department.—The Department of the Army, the Department of the 
Navy, Department of the Air Force 

1.6.5 Department Ce itral Standardization Office (DCSO),. An office desig 
nated by each department as the central standards and specifications office. 

16.6 Comment, essential.—An essential comment is one written by an inter- 
ested activity concerning a standard in process covering requirements which 
must be adopted or reconciled if the standard is to be usable by the commenting 
activity (par. 4.12). 

1.6.7 Comment, suggested.—A suggested comment is one recommending modi 
fications considered desirable but not essential (par. 4.12) 

1.6.8 Federal stock number (FSN) The Federal stock number for an item 
of supply consists of the applicable class code number from the Federal supply 
classification (FSC), plus the applicable Federal item identification number 
(FIIN) 

1.6.9 GSA Standards Division, Federal Supply Service, General Services 
Administration 

1.6.10 Jnspection.—See appendix A, the Area of Understanding Agreement. 

1.6.11 Interested activity.—An “interested activity” is an activity with a tech- 
nical interest in the matériel as assigned by Army, Navy, or Air Force Regula- 
tions, or DOD single purchase assignment; or where the appropriated funds 
of an activity will be involved in the procurement of the matériel. Disagreement 
involving determination of interested activity will be resolved at the intrade 
partmental level by DSCO and at the interdepartmental level by the Office of 
Standardization. Where an activity may have been assigned technical interest 
in a certain category of matériel within its department, “interested activity” 
appellation will be claimed only if the DEPARTMENT expects to procure, stock, 
use, or develop the particular matériel concerned “Interested activity” is NOT 
one where interest in the standard project is academic, or where its interest is 
no more than an attempt to keep current with progress in a certain field, or where 
some indefinite future procurement may be contemplated. 

1.6.12 Joint agency.—A full-time chartered joint agency such as the Aero 
nautical Standards Group, Armed Services Electro Standards Agency, Armed 
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Services Medical Procurement Agency, or Armed Services Textile and Apparel 
Procurement Agency. 

1.6.13 Office of Cataloging —Defense Supply Management Agency, Office of 
Cataloging. 

16.14 Office of Standardization.—Defense Supply Management Agency, Office 
of Standardization. 

16.15 Outline of form.—The outline of form and instructions for the prepara 
tion of standards. 

16.16 Packaging.—See appendix A, the Area of Understanding Agreement 

1.6.17 Preparing activity.—The custodian or joint agency charged with the re 
sponsibility of preparing and processing a standard. 

1.6.18 Purchase-assigned items.—Those items for which purchase responsi 
bility has been assigned by the Munitions Board to a department as outlined 
in section 1V, Armed Services Procurement Regulation. 

1.6.19 Specification.—See appendix A, the Area of Understanding Agreement 

1.6.20 Standard.—See appendix A, the Area of Understanding Agreement 

16.21 Task group.—A group composed of individuals appointed by the inter 
ested departments for the purpose of drafting specifically designated standards, 

1.6.22 USMC.—United States Marine Corps. 

16.23 WADC.—Wright Air Development Center of the Air Research and De 
velopment Command, USAF. 


SECTION 2. GENERAL STANDARDS POLICIES 


2.1 Formats.—Military standards will be issued in one of two formats as indi 
cated below. 

2.1.1 MIL-STD.—Military standards normally are issued in book form, but 
may be in unit page form when the standard requires only one sheet (textual 
or graphical presentation or both). These standards include engineering prac 
tices, charts, categories of dimensional and functional details, graphs, formulas, 
and lists. 

2.1.2 MNS-sheet form.—-MS-sheet form covers physical items and design fea 
tures. These standards will be limited to those dimensional and functional 
details required to insure interchangeability of the item (graphical combined 
with tabular presentation and notes if necessary). 

2.2. Coordinated and limited coordination standards.— Military standards are 
further divided administratively into coordinated standards and limited coor 
dination standards. Coordinated standards are those documents covering items 
or areas of use common to more than one department and which have been 
concurred in by all interested activities. Limited coordination standards are 
those prepared and issued by a single department or activity covering an area 
unique to that department or activity or to satisfy an immediate need for a 
standard which ultimately may be common to more than one department. In 
addition, limited coordination standards may be prepared and issued by the 
Aeronautical Standards Group covering an area unique to that group or to satisfy 
an immediate need for a standard. Limited coordination standards are not 
permitted 

a, Where a coordinated standard exists, covering the same items. 

bh. Where the standard covers engineering practices 
2.3 Scope.—FEach standard shall be confined to only those items in a eategory 
that are closely related and vary one from another only in regard to a limited 
number of features, or shall be confined to a cohesive segment of an engineering 
practice. 

2.4 Material to be covered by standards.—Standards, book and sheet form, 
as appropriate, shall be used to record agreements relating to items, engineering 
practices, ete., which are definitely planned for limiting selection in the prepara 
tion of future designs, specifications, and other related documents 


or 


2.55 Numbering of parts.—Parts will be numbered in accordance with MIL 
STD-208. 

2.6 Conservation.—During the preparation of standards or revisions thereto 
consideration shall be given to conservation of critical materials to the maxi 
mum extent practicable. 

2.7 Correspondence.—Drafts, notices, and minutes of unification meetings 
copies of correspondence between activities (except comments on drafts of 
standards from an activity to the departmental custodian and from custodians 
to the preparing activity), and other pertinent documents relating to the develop 
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ment of coordinated standards and revisions shall be sent to the Office of Stand- 
ardization. A copy of departmental custodians’ comments to the preparing 
activity will be sent to the Office of Standardization by the preparing 
activity when the standard is submitted for approval. Project numbers assigned 
by the Office of Standardization will be referenced on all correspondence. Copies 
of notices and of minutes of task group and reconciliation meetings will be 
furnished to each DCSO as well as to each departmental representative. 

2.8 Titling of standards. 

2.8.1 The titles for standards covering commodities should be selected, in the 
drait preparation stage, by close collaboration of the standards and cataloging 
organizations in the preparing activity. This will insure that the correct name 
Will appear in the title when the standard covers a commodity for which an 
approved basic name or item name exists. In the event no approved name exists, 
the above-mentioned organizations should develop a basic name or item name 
n accordance with the Federal Manual for Supply Cataloging issued by the 
Office of Cataloging Titles for standards for other than commodities should 














be selected by the preparing activity. 
2.8.2 While the approved basic names or item names shall be used, titles will 
ide such modifiers as are necessary for distinctiveness and easy identification 
for the item or items covered by the standard. Modifiers will follow in sequence 
the complete basic names or item names and will be indicated in the same format, 
tv ze, etc., as the basic names or item names 
2.83.3 It is expected that activities other than the preparing activity also will 
coordinate drafts of standards with their cataloging offices as a check on item 
name selection or development When differences arise regarding the selection 
the item name in the title during the coordination process, initial action should 
he taken through the preparing activity’s own cataloging office. If the differences 
cannot be resolved by the standards and cataloging organizations in the preparing 
ictiv the tter then shou be indicated as an unresolved comment when 





ndard is submitted to the Office of Standardization for approval. The 
Office of Standardization will negotiate with the Office of Cataloging to reconcile 





the difference. 


SECTION 3 FORM OF STANDARDS 


3.1 Outline of Form.—Military standards will be prepared and revised in ac 
cordance with format required by the Outline of Form. 

3.2. Symbol and numbering.—Standards will be numbered serially as follows: 

Coordinated military standards, MIL-STD Book form and unit page form 

standards shall be identified by the symbol MIL-STD followed by a hyphen and 
an Arabic number assigned to the standard by the Office of Standardization. 
Hrample: MIL-STD-2 

b. Coordinated military standards, MS.—Sheet form standards shall be iden- 
ified by the symbol MS followed by an Arabic number assigned to the standard 
by the DCSO from blocks of numbers allocated to the departments by the Office 
of Standardization Erample: MS10016. 

c. Limited coordination standards.—Limited coordination standards will be 
numbered as indicated above but will bear an appropriate suffix. The following 


suffixes will be used: 


Army Nat Continued 
Cm1iC—Chemical Corps Aer—Bureau of Aeronautics 
CE—Corps of Engineers MC—Marine Corps 
Med Armv Medical Service BuMed—Bureau of Medicine and 
Ord—Ordnance Corps Surgery 
OMC—QOuartermaster Corps NOrd—Bureau of Ordnance 
SigC—Signal Corps Pers—Bureau of Personnel 
('C—Transportation Corps Ships—Bureau of Ships 

\ S&A—Bureau of Supplies and Accounts 
dir Force Docks sureau of Yards and Docks 
USAF—Department of the Air Force wees 
Bevy ASG—Aeronautical Standards Group 


Navy—Department of the Navy 
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SECTION 4. PROCEDURE FOR STANDARDIZATION STUDIES AND FOR PROCESSING 
COORDINATED STANDARDS 


Part A—General 

4.1 Determination of need for coordinated standard.—The decision that a 
coordinated standard is required will be made by the Office of Standardization. 
Determination of the need for a coordinated standard wil! be based upon recom- 
mendations of interested activities, a continuing review of existing standards, 
specifications, cataloging data, field reports, and any other pertinent, obtainable 
information. In addition, recommendations for the isuance of a standard may 
be submitted through appropriate channels from other sources, including— 

a. Joint boards, agencies, and committees. 

b. Standardization groups, both governmental and nongovernmental 

4.2 Review of proposals.—The Office of Standardization may require a pre- 
liminary study to determine the feasibility and recommended scope of the proj 
ect or projects to be evolved. This preliminary study may be made by the Office 
of Standardization staff, by an ad hoc group of departmental representatives, 
or may be assigned to an interested activity. When a preliminary study shows 
a proposed project to be feasible, the Office of Standardization will provide an 
adequately defined scope for the project. 

4.3 Standardization studies.—Standardization study projects will be estab 
lished by the Office of Standardization when considered necessary. The assign- 
ment of these studies will be made either to a custodian designated by the Office 
of Standardization, DSMA, or to a task group composed of qualilied representa 
tives representing each department. The purpose of such studies is to determine 
feasibility of standardization in any area, to arrive at standardization agree- 
ments, and to recommend to the Office of Standardization scopes of documents 
necessary to effect standardization within that area. In the event recommenda- 
tions are made to the Ollice of Standardization for the issuance of several stand 
ards or specifications, a preferred chronological sequence for the development 
thereof should be stated. All pertinent information will be considered by the 
study group. This information will include but will not be limited to catalog 
data, procurement data, performance data, ability of industry to produce, and 
logistics plans. The Office of Standardization letter establishing a standardiza- 
tion study will set forth the object and scope of the study, a time | 
completion of the study, and other necessary instructions, 

4.4 Initiation—When it is determined that a coordinated standard is war 
ranted, a project will be initiated, project number assigned, custodians and a 
preparing activity named, and a task group appointed where indicated. Cus 
todians and each DCSO will be notified of the project by a copy of the project 
initiation letter issued to the preparing activity by the Office of Standardization. 
The project initiation letter will include a time limit based upon the complexity 
of the problem within which a final draft of a standard will be submitted to the 
Office of Standardization for approval. See paragraph 4.20 for processing by 
task group. 

4.5 Scope of projects.—Preparing activities and task groups will work within 
approved scopes. In further review of all available pertinent material, it may 
appear to be in order to modify the scope, either to expand the project or to 
separate it into two or more projects. As soon as the need for any such modifica 
tion appears, the preparing activity, or chairman, if task group assigned, shall 
submit the scope or scopes of the modified project to the Office of Standardiza- 
tion for approval. Each separate project so established may be independently 
assigned to a preparing activity (and task group, if indicated) or postponed to 
a future date. 

1.6 Custodian assignment.—Custodians will be designated for each standard 
by the Office of Standardization. Only teehnical services, bureaus, WADC, or 
USMC will be designated as custodians. In no case will custodianship of a 
given project be assigned to more than one activity within a department. In 
general, assignment of custodianship will be based upon responsibility for the 
materials or area to be covered by the standard. 

4.7 Preparing activity assignment.—Preparation of coordinated military 
standards will be accomplished by a preparing activity designated by the Office 
of Standardization. Assignment of preparing activity will be made to a technical 
service, bureau, WADC, or USMC. Assignment also may be made to a full-time 
chartered joint agency. Task groups will be established where warranted by 
the scope ot the project 
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48 Reassignment.—When an assignment of custodian or preparing activity is 
considered improper, a request for reconsideration should be made to the Office 
of Standardization via DCSO. 

4.9 Assignment to joint agency by preparing activity.—A preparing activity 
may designate a technically qualified joint agency to act as its agent or to assist 
in the preparation of a standard. The Office of Standardization will be notified 
of such designation. In cases where assistance of joint agency has been re- 
quested, notice of unification meetings called by the preparing activity and drafts 
of standards prepared by the preparing activity should be sent to the joint 
agency concerned. 

4.10 Coordination with industry.—The preparing activity will insure adequate 
coordination with those segments of industry concerned with the particular 
standard being processed. 

Part B—Processing by preparing activity 

4.11 Circulation of draft. 

4.11.1 The standard draft as prepared by the preparing activity will be cit 
eulated by that activity to each of the departmental custodians as appropriate 
in numbers required for each custodian to make distribution within its depart- 
ment. So far as practicable under departmental procedure, custodians should 
limit intradepartmental circulation to interested activities (par. 1.6.11). The 
letter covering circulation to custodians will specify time limits withn which 
replies are required by the preparing activity so that the latter activity may 
submit a final draft to the Office of Standardization as required. Normally, 
departmental custodians will be allowed about 60 calendar days from the date 
of the preparing activity’s circulation letter to reply to the preparing activity. 

4.11.2 A custodian will notify the preparing activity by letter with a copy to 
its DCSO and Office of Standardization, if at any time the custodian finds it 
cannot meet the time limits established because— 

a. Comments on the standard project are extremely technical and require 
additional time for reconciliation ; or 

b. A unification meeting is necessary to reconcile diverse comments. 

The letter of notification should explain adequately why comments will be late. 
The preparing activity will consider whether the extension of time will adversely 
prejudice the requirement for the standard. or is necessary because of the 
adverse effect of the issuance of the standard on the custodian requesting the 
extension, and will notify the custodians and Office of Standardization of the 
date for completion. 

4.11.3 If the preparing activity has not received repiles from custodians by 
the deadline for the submittal of comments to the preparing activity and if no 
request for extension has been made to the preparing activity, the project will 
be forwarded to the Office of Standardization for approval. Comments received 
later will be considered for inclusion in the standard by revision. 

4.11.4 If the assignment has not been completed in the time allowed, the pre- 
paring activity will make a complete report stating the reasons for this delay. 
Such report will be submitted to the Office of Standardization with copies to the 
DCSO within 15 days subsequent to the assigned project completion date. The 
preparing activity will recommend a new project completion date. 

4.12 Comments on standards being processed.—Comments will be divided into 
essential and suggested comments. The justification for an essential change 
will be included in the comment. Essential comments submitted without such 
justification will be considered as suggested comments. 

4.13 Editorial review.— Editorial accuracy and compliance with the provisions 
of the Outline of Form are the responsibility of the preparing activity. 

4.14 Reconciliation of comments.—Based upon comments received from de- 
partmental custodians, the preparing activity will prepare a final draft of the 
standard. The preparing activity, by coordinating with the departmental custo- 
dians, has the responsibility for making every effort to reconcile all essential 
comments. The forwarding letter, as submitted to the Office of Standardization, 
is to include a record of this reconciliation effort. 

1.15 Submittal of final draft to Office of Standardization—The preparing 
activity will submit two clear and legible copies of the recommended final draft 
to the Office of Standardization. A copy of comments received from each depart- 
mental custodian will be included with the transmittal letter. The letter will 
indicate concurrence or unreconciled essential departmental comments, if any, 
with such explanation as may be appropriate. A copy of the transmittal letter 
will be forwarded to each custodian. 
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4.16 Action by Office of Standardization on final draft. 

4.16.1 If there are no unreconciled comments, the Office of Standardization 
will review the draft and approve it when appropriate. 

4.16.2 If there are unreconciled comments, the Office of Standardization will 
take necessary steps to provide for the reconciliation of essential comments 

4.16.3 The final approved draft will be returned to the preparing activity, 
which will make arrangements for reproduction and distribution. 

4.17 Printer’s copy.—Standards will be prepared for reproduction by letter 
press or offset method in accordance with departmental requirements. 

4.18 Revisions.—Revision proposals and the reasons for the revision normally 
shall be made by a custodian in writing to the Office of Standardization. Proces- 
sing of such revisions shall follow the same procedure as that used for processing 
coordinated standards except that where the custodian requesting initiation can 
furnish a final draft and indicate concurrence of interested activities, initiation 
and approval may take place simultaneously 

4.18.1 Page revisions.—Single sheets will be revised as required 

4.19 Amendments.—Standards will not be amended, as military standards are 
punched to fit a standard three-ring binder 
Part C—Processing by task group 

4.20 Action at time of initiation of project.—The letter establishing a stand 
ard project to be processed by a task group will be directed to each affected 
DSCO 

a. Naming three custodians and a preparing activity ; 

b. Establishing the date for the first meeting of this task group; 

c. Naming the responsible division of the Office of Standardization; and 

d. Requesting nominations to the task group. 

In the case of the Air Force, the letter will be directed to Headquarters, USAF, 
Washington 25, D. C., with a copy to the DCSO. 

Ordinarily, the first meeting of such a task group will be scheduled 6 weeks from 
the date of the Office of Standardization letter. Task group projects will be 
adequately delimited both in the project initiation letter, the agenda for the 
first meeting, and in the accompanying draft or outline of the problem. 

4.21 Representation on task group.—It is essential that departmental repre 
sentatives be designated whose regular duties are closely related to the work for 
which the specific task group is organized. When a joint agency is the preparing 
activity. that agency should be represented at all task group meetings. 

4.22 Minor interest.—It is not necessary for an activity which has a minor 
user interest in the development of a standard to have task group membership in 
order to have its requirements included in a standard. The departmental reply 
to the Office of Standardization’s request for nomination shall specify those 
departmental activities which have a using interest but which do not desire repre- 
sentation on the task group. All comments will be considered by the task group 
and, if the activity desires, it may send a representative to meetings to present its 
views and requirements 

4.23 Task group chairman.—The chairman of a task group will be the project 
engineer from the Office of Standardization. The chairman shall preside over 
meetings and shall be responsible for agenda and business of the task group 

4.24 Assignment of subtasks.—To expedite the development of separate phases 
of the proposed standard, the task group chairman may 

a, Assign work to one or more subgroups: or 

b. Request the preparing activity to complete a proposed draft for further 
consideration and coordination 

4.25 Preparation and submittal of completed drafts—Drafts will conform to 
the Outline of Form and will reflect the composite requirements of interested 
activities and be adequately coordinated with industry. Copies of all corre- 
spondence incident to the development of drafts will be furnished to the Office 
of Standardization (par. 2.7). The task group will furnish a legible copy of the 
completed draft to the preparing activity. 

4.26 Reproduction and circulation of drafts——The preparing activity will re 
view the completed draft and shall obtain the concurrence of the task group 
before making other than purely editorial changes. The preparing activity then 
will reproduce the draft in quantities necessary for distribution. Subsequent 
processing procedure will be in accordance with paragraphs 4.11 through 4.17. 

4.27 Dissolution of task groups.—Upon approval of final drafts or at such 
other time as may be directed by the Office of Standardization, task groups shall 
be dissolved by letter to each activity represented, with copies to the custodians 
and each DCSO 
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SECTION 5. REFERENCING OF OTHER DOCUMENTS 


5.1 Reference to other documents.—Reference to other standards, specifica- 
tions, and publications in military standards will be in accordance with the 


provisions of the Outline of Form. 
SECTION 6. PROCESSING LIMITED COORDINATION STANDARDS 


6.1 Issuance.—When an activity desires to issue a limited coordination stand- 
ard, it will be cleared through the DCSO in accordance with departmental pro- 
cedure. The DCSO (or ASG for their limited coordination standards) will be 
responsible for determining so far as practicable that limited coordination stand- 
ards are not duplicates of existing documents, and that limited coordination 
standards issued are in the format required by the Outline of Form. Where 
coordinated standards do exist, limited coordination standards will not be written 
to cover the same items: instead, the coordinated standard will be revised if 
required 

6.2 Distribution of limited coordination standards.—As soon as reproduced, 
copies of each limited coordination standard will be furnished by the custodian 
as follows: 

a. Four copies to the Office of Standardization. 

b. One copy to Army DCSO 

c. Ten copies to Navy DCSO 

dad, Twelve copies to Air Force DCSO. 

6.3 Revisions.—A limited coordination standard will be revised as required 
to maintain it in a current status by the issuing activity until canceled by the 
issuing department or the Office of Standardization approves a coordinated stand- 
ard to include the requirements of and supersede the limited coordination 
standard. 

SECTION 7. PRINTING AND REPRINTING OF STANDARDS 


7.1 Printing—Arrangement for printing of coordinated and limited coordina- 
tion military standards and revisions thereto will be made by the preparing 
tivity in uceordance with departmental procedure. 

7.2 Printing costs.—The costs of printing military standards and revisions be 
quired by each department will be borne by each department on a pro rata basis. 

7.3 Distribution of copies.—The departmental custodians will ascertain the 
number of copies to be printed for their respective activities and submit the 
quantity required to the preparing activity at the time of departmental comment 
on the standard draft. Departments may establish a permanent uniform re- 
quirement for copies, based upon an interest factor. 

7.4 Fmergency requirements.—In the event copies of a coordinated standard 
or revision are required before printed copies are available, a custodian, in ac- 
cordance with departmental procedure, may make necessary arrangements with 
the preparing activity to obtain copies based upon the standard draft approved 
by the Office of Standardization. 

75 Reprinting.—The reprinting of coordinated standards will be aeccom- 
plished by the activity requiring copies in accordance with departmental pro- 


cedure. In all cases, reprint copies must be reproduced unchanged. Before 
reprinting « standard, the activity may determine from the Office of Standardi- 
z)tion whether a revised standard is nearing completion. Interdepartmental 


transfer of reasonable quantities of copies of standards necessary for immediate 
procurement or for reproduction is encouraged. 


SECTION &. CANCELLATION NOTICES 


8.1 Procedure.—When cancellation of a coordinated standard is considered 
necessary by a custodian, that custodian will prepare and coordinate a proposed 
concellation notice with all interested activities indicated on the standard. 
When con-urrences are obtained, the cancellation notice will be submitted to 
the Office of Standardization for approval. The Office of Standardization will 
approve the notice if warranted and return it to the custodian for printing and 
distribution. When a limited coordination standard is canceled, the DCSO of 
the issuing department will so notify each DCSO and the Office of Standardi- 
zation. 
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SECTION 9. PROMULGATION LETTER 


9.1 Promulgation letter—A promulgation letter is issued monthly by the 
Office of Standardization and announces actions concerning approval, cancella- 
tion, and supersession of military specifications, standards, and Qualified Prod- 
ucts Lists, including amendments and revisions thereto. 


APPENDIX A 
7 NOVEMBER 1951. 


AREA OF UNDERSTANDING AGREEMENT BETWEEN THE GENERAL SERVICES ADMINISTRA- 
TION AND THE DEPARTMENT OF DEFENSE WITH RESPECT TO STANDARDS, SPECIFICA 
rIONS, PACKAGING, AND INSPECTION 


Pursuant to the President’s letter of July 1, 1949, directing that areas of un- 
derstanding be developed between the Administrator of General Services and 
the Secretary of Defense, and in furtherance of the objectives of the Federal 
Property and Adininistrative Services Act of 1949 (Public Law 152 as amended 
by Public Law 754, 8lst Congress) the following provisions are agreed by the 
undersigned : 


AGREEMENT 


1. The Standards Division, Federal Supply Service, General Services Admin- 
istration, and the Munitions Board Standards Agency, Munitions Board, Depart 
ment of Defense, will effect close coordination in the development of standards, 
specifications, packaging and packing requirements, and inspection policies. This 
shall include the establishment of methods and procedures to effectively and 
efficiently utilize and coordinate the inspection and testing services and facilities 
of the military and civil agencies. 

2. These purposes will be achieved principally by the development and pro- 
mulgation of Federal and Military Specifications and Standards. For the pur 
pose of this agreement, the following terms are defined and will be included in the 
Glossary of Supply Terms for General Usage in Government Agencies. 

a, Specification.—A clear and accurate description of the technical require 
ments for a material, a product, or service, including the procedure by which 
it will be determined that the requirements have been met. 

The scope of this definition embraces documents used in invitations for bids, 
proposals and contracts to describe and establish the technical and physical 
characteristics or performance requirements of specific materials, products, 
or services, including the packaging and packing, marking or other essential 
characteristics or requirements, together with the prescribed methods of inspe 
tion and testing for determining that these requirements are met by suppliers. 
When required, specifications shall include appropriate qualification tests. 

b, Standards.—Documenis, which may be used in invitations for bids, pro 
posals and contracts, that establish engineering and technical limitations and 
applications for materials, processes, methods, designs, drafting room and other 
engineering practices or any related criteria deemed essential to achieve the 
highest practical degree of uniformity in materials or products, or interchange- 
ability of parts used in those products. 

c. Packaging.—Means preparing an item or material for delivery, including 
such steps as disassembly, cleaning, preservation, interior packaging, packing 
and marking. This involves the application or use of adequate protective 
measures to prevent deterioration resulting from exposure to atmospheric condi 
tions during storage and shipment; the application or use of appropriate wrap 
pings, cushioning, interior containers, and complete identification of interior 
packages; and the application or use of exterior shipping containers and as 
sembling of items or packages therein, together with any necessary blocking, 
bracing, or cushioning, weatherproofing, exterior strapping, and marking of the 
shipping container. 

d. Inspection.—Means the examination and testing by the Government of ma 
terial (including, when appropriate, raw materials, components and inter 
mediate assemblies, and services) to determine whether or not the material 
conforms with the requirements of the contract, purchase order, or other pro- 
curement instrument, and all applicable drawings, specifications, and purchase 
descriptions. Testing means determining by scientific measurement or analysis 
the physical or chemical properties or elements of a sample of material, requir- 
ing not only the services of persons possessing certain technical knowledge, but 
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also requiring special appliances such as laboratory equipment to ascertain con 
formance with requirements of specifications and standards. 

3. A Federal or Military Specification or Standard will not be prepared when 
it is not in the best interest of the Government to do so. Instances where such 
a determination may be economically sound occur when the volume of procure- 
ment is not sufficient to justify the preparation of a specification or standard ; 
when the character of the item is of minor significance and purchasing offers 
no problems; or for spare parts, components, or materials required for repair 
or maintenance of existing equipment; or for similar items required for mainte- 
nance and operation of existing facilities or installations. 

4. The exceptions outlined in paragraph 3 may be described in proposals or 
contracts by use of a purchase description, providing it adequately specifies 
all of the essential requirements of the item or items. When the product cannot 
be adequately described due to its technically involved construction or composi 
tion, the name of one or more commercial products may be used, followed by 
the words “or equal” so as not to limit competition to the particular make or 
makes specified. Such references to manufacturers’ brand names and numbers 
are intended to be descriptive, but not restrictive, and are for the sole purpose 
of indicating to prospective bidders the requirements that must be met. 

5. As soon as practicable there will be established in the Government the fol 
lowing specifications and standards to be designated and issued for the purposes 
indicated below 

a, Federal Specifications To cover those materials, products, or services used 
by at least two Federal agencies (at least one of which is civilian), or new 
items of general application, and shall be mandatory for use by all Federal 
agencies. Unless circumstances warrant otherwise, Federal Specifications should 
be initially issued as Interim Federal Specifications and as such shall be man- 
datory for use by the specific agency or agencies indicated in the preamble to 
the specification. Such specifications shall be optional for use by other Federal 
agencies 

Unless otherwise directed by the Administrator of General Services, Interim 
Federal Specifications shall be submitted immediately after issuance to interested 
Federal agencies for coordination. Interim Federal Specifications shall become 
Federal Specifications not later than one year from date of issue, and then be 
mandatory for use of all Federal agencies subject to such regulations as the 
Administrator of General Services may prescribe, unless the information re- 
sulting from the coordination indicates that they should be revised, cancelled, 
superseded, reissued, or extended for a specified time as determined by General 
Services Administration 

Interim Federal Specifications will also cover those items or products pre- 
dominantly used by one agency and which may be used or are of concern to the 
supply program of another Federal agency. Existing departmental specifications 
of probable use to more than one Federal agency (at least one of which is a 
civilian ageney) will be converted to Federal or Interim Federal Specifications 
as quickly as possible. In the future all such specifications shall be developed 
by Federal agencies for issuance as Interim Federal Specifications by the General 
Services Administration. 

b. Military Specifications.—To cover those materials, products, or services 
used solely or predominantly by Military activities, and which will be mandatory 
for these activities, but which may be used by other Federal agencies. In order 
to provide for immediate and urgent procurement requirements the series of 
Military Specifications shall include Interim Military Specifications. Coordi- 
nated Military Specifications and interim Military Specifications shall be de- 
veloped and prepared for items not appropriate as Federal or Interim Federal 
Specifications. 

c. Federal Standards.—To cover engineering and related practices and shall 
be mandatory for use of all Military activities. As applicable, Interim Military 
Standards may be authorized. They will be prepared and used subject to the 
same conditions as Interim Federal Specifications. 

d. Military Standards.—To cover engineering and related practices and shall 
be mandatory for use of all Military activities. An applicable, Interim Military 
Standards may be authorized 

6. When specifications or standards of similar application which are practi- 
cally duplicates are in the process of development in both the General Services 
Administration and the Department of Defense, in the interest of standardiza- 
tion and economy. only a Federal Specification or Federal Standard will be de- 
veloped, unless otherwise agreed to by the Standards Division, Federal Supply 
Service, and the Munitions Board Standards Agency. 
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7. Proposals for Standards or Specifications for items of common use among 
the civilian and Military activities shall be processed initially as Federal docu 
ments in either interim or coordinated form, and shall be approved and issued 
by the General Services Administration 

8. The Munitions Board Standards Agency will have primarily responsibility 
in the Department of Defense for administering the coordination of all matters 
affecting Federal Specifications and Standards 

9. Nationally recognized industry and technical society standards and speci 
fications shall be used to the maximum extent practicable in the development of 
Federal and Military Specifications and Standards. Normally, this will be done 
by adopting by reference or by transcription from such industry and technical 
society standards or portions thereof, and issuing the result as coordinated or 
Interim Federal or Military Specifications or Standards, without deviation unless 
the exception can be justified When the requirements are essentially similar to 
those contained in a nationally recognized standard, an appropriate note to this 
effect should be included in the specification or standard. 

10. There will be maintained by the General Services Administration an Index 
of Federal Specifications and Standards, and, by the Department of Defense, an 
Index of Military Specifications and Standards. These indexes shall be avail 
able for sale by the Superintendent of Documents 

11. Wherever applicable Military Qualified Products Lists, except those having 
a security classification (“Restricted or higher), will be made available to the 
General Services Administration and, at its discretion, to other Federal Agen 
cies. In each such case, arrangements will be made between the General Services 
Administration, in coordination with the Munitions Board Standards Agency, and 
the Military department responsible for the administration of the particular 
Qualified Products List. 

12. The General Services Administration and the Department of Defense will 
develop and coordinate their packaging programs with the objectives of establish- 
ing packaging requirements to meet the varying needs of Federal agencies, for 
domestic and export shipment, and of developing standard unit quantity packs 
for an item which is frequently handled 

13. The General Services Administration and the Department of Defense shall 
develop and place into effect policies and procedures for the efficient utilization 
and coordination of the inspection and testing facilities and services of Federal 
agencies. 

14. In order to utilize, to the maximum extent practicable, existing Govern 
ment inspection services and testing facilities, the General Services Administra 
tion and the Department of Defense shall coordinate inspe tion and testing 
activities with a view toward achieving an economical and efficient inspection 
system 

15. The General Services Administration shall inspect and test, or arrange 
therefor through inspection and testing interchange agreements, materials pur 
chased by the General Services Administration. The Military departments of 
the Department of Defense will inspect and test, or arrange therefor through 
inspection and testing interchange agreements, materials which they purchase 

16. Inspection shall be made in accordance with the terms of the contract, 
purchase order, or other procurement instrument, and in accordance with any 
special inspection requirements for particular items or products prescribed by 
the procuring agency, subject to such policies and methods as may be prescribed 
from time to time, by the Administrator of General Services after cooperative 
development and agreement with the Department of Defense. 

17. The General Services Administration and the Department of Defense shall 
adopt the policy that the type and extent of inspection shall be such as to fully 
protect the interests of the Government, is proper under the terms of the contract, 
and has due regard to the circumstances, including the monetary value and fun 
tional importance of the items or products. Standard sampling techniques and 
statistical quality control procedures should be fully developed and utilized. 

18. To achieve uniformity in the methods, procedures, and techniques in the 
inspection and testing activities of the Government, the General Services Admin 
istration and the Department of Defense shall develop inspection manuals, in 
struction pamphlets and other aids to achieve these objectives. 

19. To facilitate efficient utilization and effective coordination, the General 
Services Administration has surveyed and will from time to time resurvey exist- 
ing Government facilities and make available to all Federal agencies a Director 
of Inspection Services and Testing Facilities of the Federal Government 
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20. The Administrator of General Services shall prescribe methods and pro- 
cedures for the enforcement of the mandatory use of Federal Specifications and 
Federal Standards, and for the coordination of packaging and inspection policies, 
procedures, and activities in the civilian agencies. The Secretary of Defense 
shall prescribe methods and procedures for the enforcement of the mandatory 
use of Military Specifications and Military Standards, and for the coordination 
of military packaging and inspection policies, procedures and activities. 

21. The General Services Administration and the Department of Defense shall 
establish and maintain relationships with approved industry groups as required 
in order to coordinate the development of specifications, standards, packaging 
requirements, and inspection procedures with the best practices of industry and 
to obtain to the greatest extent practicable the cooperation and participation of 
industry in the program 

22. The General Services Administration and the Department of Defense shall 
modify existing plans and programs as necessary in order to achieve the objec- 
tives of this agreement. In modifying plans and programs, action will be taken 
to establish procedures that will provide for a system of priorities for comple- 
tion of projects. 

23. The Director, Standards Division, Federal Supply Service, and the Direc- 
tor, Supply Management Agencies, Munitions Board, have reached a supple- 
mental agreement under the date of 6 November 1951, based upon the principles 
agreed upon herein. This supplemental agreement establishes the working re- 
sponsibilities and functions; includes provisions for the issuance of Federal, 
Interim Federal, Military and Interim Military Specifications as well as Federal 
and Military Standards; and covers general arrangements to achieve efficient 
materials inspection operations. This supplemental agreement, which is made 
a part of this agreement, may be changed from time to time without a revision 
of this agreement, provided such changes are consistent with the principles 
stated herein, and are approved by the Director, Standards Division, Federal 
Supply Service, and the Director, Supply Management Agencies, Munitions 
soard. 


[Signed] J. D. Smarr [Signed] Jess Larson 

Chairman, Munitions Board Administrator of General Services 
Department of Defense 

Date Date: November 15, 1951 


[Signed] F. J. LAwtTon 
Director of the Bureau of the Budaet 


Date: November 19, 1951. 
6 NOVEMBER 1951. 


SUPPLEMENTAL AGREEMENT TO AREA OF UNDERSTANDING AGREEMENT BETWEEN THE 
GENERAL SERVICES ADMINISTRATION AND THE DEPARTMENT OF DEFENSE WITH 
RESPECT TO STANDARDS, SPECIFICATIONS, PACKAGING, AND INSPECTION 


AGREEMENT 


In accordance with the provisions of the above cited document, the Director, 
Standards Division, Federal Supply Service, General Services Administration, 
and the Director, Supply Management Agencies, Munitions Board, mutually agree 
that: 

1. The Standards Division, Federal Supply Service, and the Munitions Board 
Standards Agency, shall: 

a. Adopt procedures for the development of standards and specifications in as 
short a time as possible; 

b. Exchange views on revisions of policies and procedures to achieve maximum 
uniformity and efficiency ; 

ce. Coordinate the intitiation of standard and specification projects in order to 
avoid duplication ; 

d. Include in Federal Specifications, when determined to be desirable, items 
peculiar to an individual Federal agency provided such an item is one of a group 
of items for which a Federal Specification exists ; 

e. Develop specifications for civil and military items and products of supply 
in accordance with the following factors: 

(1) First priority shall be given specifications for items urgently required 
for current operations; 
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(2) Second priority shall be given to specifications required for current 
procurement, with the greatest emphasis on those for purchases involving 
the largest expenditures ; 

(3) Other priorities may be devised as deemed advisable and desirable ; 

(4) In processing new specifications and standards, and revisions thereto, 
each document will be reviewed for the purpose of: 
(a) Determining whether a need exists that warrants the issuance 
of a coordinated Federal or Military specification or standard. 
(b) Converting specifications, as applicable, to the appropriate type 
of standard, as described in paragraph 2b of the basic agreement 

f. Develop a priority system for standards based upon the availability of staff 
and budget; 

7. Develop alternate methods of packaging and packing in both Federal and 
Military Specifications to provide for the varying needs of the Government 
agencies for both domestic and export shipment; 

h. Revise the present Outlines of Form for Federal and Military Specifications, 
consistent with the provisions of this agreement ; 

i. Develop policies and procedures for efficiently utilizing packaging, packing, 
and inspection training programs throughout Federal agencies; 

Develop the procedures by which cross service charges between Federal 
agencies for the inspection and testing of materials will be determined; 

k. Develop uniform methods, procedures, documents, forms, stamps, and tags 
for the inspection, rejection, or acceptance of material or services 

I. Develop uniform techniques of inspection, inspection tools, special devices, 
and inspection aids: 

nm. Develop standard sampling techniques and quality control standards and 
procedures: 

n. Develop procedures to provide for utilization and coordination of existing 
Government inspection and testing facilities ; 

0. Initiate such investigations as are necessary to determine possible areas of 
duplication in inspection activities and initiate corrective measures for their 
elimination. 

2. The Standards Division, Federal Supply Service, shall: 

a. Develop and implement policies and procedures so that the preparation of a 
draft of each Federal or Interim Federal Specification or Standard or modifica- 
tion thereof, will be basically the responsibility of one department or independ- 
ent agency. Such procedures will establish a basis for the following: 

(1) Initiation of projects and the recognized sources for originating recom- 
mendations for initiations : 

(2) Determination of suitable preparing agency ; 

(3) Determination of interested Federal agencies; 

(4) Coordination with industry and Federal agencies ; 

(5) Reconciliation of differences ; 

(6) Issuing or promulgating a specification or a standard pending final 
reconciliation of minority differences. 

b. In cooperation with the Munitions Board Standards Agency, devise more 
efficient and effective methods to prepare, develop, and promulgate specifications 
and standards in the shortest period of time with the view of achieving the 
maximum practicable degree of standardization in both Federal and Military 
Specifications and Standards; 

ec. Coordinate Standards Division operations with those of the Munitions 
Board Standards Agency, to achieve all the objectives prescribed in the basie 
agreement; 

d. Develop and implement policies and procedures for the coordination of 
packaging and packing requirements in Federal Specifications; when necessary, 
guidance will be obtained from interested Federal agencies : 

e. Develop and establish procedures for making available to all Federal 
agencies Federal and specific Military Qualified Products Lists suitable for 
general civilian use; 

f. Develop procedures for coordinating the inspection and testing activities in 
the civilian agences; 

g. Inspect, or arrange therefor through inspection interchange agreements, 
material purchased by the General Services Administration ; 

h. Devolp and arrange for the promulgation of operating directives concerning 
civilian agencies’ specifications, standards, inspection, methods and procedures; 

i. The Directory of U. S. Government Inspection Services and Testing Labora- 
tories will be issued and maintained by the General Services Administration. It 
shall serve as a guide to Federal agencies in: 
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(1) Determining the availability in those agencies of the facilities best 
equipped to inspect an item or product; and 

(2) The initiation of inspection interchange agreements. 

3. The Munitions Board Standards Agency shall: 

a. Develop with the Standards Division, Federal Supply Service methods for 
improving procedures required in the development of specifications, standards, 
and packaging requirements with a view to coordinating operations ; 

b. Cooperate with the Standards Division, Federal Supply Service, to insure 
that specifications, revisions or amendments thereof and standards prepared 
in the Department of Defense for items of general application and used by two 
or more Federal agencies (at least one of which is civilian) are prepared initially 
as Federal or Interim Federal Specifications or Federal Standards; 

c. Assist in the coordination of all Federal assignments within the Department 
of Defense assigned to the Military establishments. When requested by the 
Standards Division, Federal Supply Service, the Munitions Board Standards 
Agency will administer the coordination of specific assignments required within 
the Department of Defense for the completion of Federal assignments ; 

d. Coordinate with the Standards Division, Federal Supply Service, the 
development of standards and specifications requiring special technical skills 
available in civilian agencies ; 

e. Establish procedures for making available by the Military departments to 
the General Services Administration a specific Military Qualified Products List 
(except those having a security classification) for distribution to other civilian 
agencies at the discretion of the General Services Administration ; 

f. Establish policies and procedures which assure the highest degree of uni- 
formity in standards, specifications, packaging and inspection processes and 
practices. These operations will be accomplished in coordination with the 
appropriate Branches of the Standards Division, Federal Supply Service; 

g. Develop procedures for coordination of inspection of Military activities; 

h. Consistent with the policy and procedure established by the General Services 
Administration develop inspection interchange agreements for the inspection of 
material purchased by the Military activities; 

i. Develop uniform policy and procedures for the inspection of supplies and 
services procured by the Department of Defense. 


[Signed] Dante. J. DANAHY [Signed] Wrrius S. MacLgop, 
Director, Supply Management Agencies Director. Standards Division 
Munitions Board Federal Supply Service 
Department of Defense General Services Administration 
Date November 6, 1951 Date November 6, 1951. 


*AR 15-440 


ARMY REGULATIONS | DEPARTMENT OF THE ARMY 
No. 15-440 WASHINGTON 25, D. C., 3 December 1951 


BOARDS, COMMISSIONS, AND COMMITTEES 


ADVISORY COMMITTEE ON PROCUREMENT WITHOUT ADVERTISING 
OF TECHNICAL EQUIPMENT AND COMPONENTS 
Paragrapn 


Establishment a ; sia aaaed 1 
Functior a 2 
Composition _ ; . cea 3 
Address ee beimsi 4 


1. Establishment.—By direction of the Under Secretary of the Army, a com- 
mittee is established for advising him concerning procurement without adver- 
tising of technical equipment and component parts to assure standardization of 
equipment and interchangeability of parts under Armed Services Procurement 
Regulations 3-201 and 3-213. See section 2 (c) 1 and (13), act 19 February 1948 
(62 Stat. 21; 41 U. 8. C. 151.) 

2. Function.—a. The committee will make recommendations to the Under 
Secretary of the Army on items forwarded to it for approval to purchase without 
advertising technical equipment and component parts to assure standardization 
and interchangeability of parts. 








*These regulations supersede AR 15-440, 13 December 1950 
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b. In addition to such further policies as he may prescribe from time to time, 

the Under Secretary of the Army has directed compliance with the following: 

(1) Standardization efforts will be confined to items of technical equip- 

ment which must be taken into the field with troops and will not be applied 

to items of commercial equipment used exclusively in installations in the 
continental United States. 

(2) Standardization of an item of commercial equipment will be recom- 
mended for a limited period of years only, which period, in general, will 
be in ratio to the life of the article. This period will allow progress in the 
science and new competitive tests at stated periods. In proper cases, re- 
newal or continuation of authority to standardize may be recommended upon 
application of the interested technical service. 

(3) Requests for authority to procure under these regulations will not be 
acted upon favorably without consideration by all echelons of the impact 
of the proposed standardization action upon mobilization requirements. 

(4) This authority will not be used for initial procurement of commercial- 
type items. However, authority granted under these regulations for a stated 
period shall be deemed to extend to the purchase of later types and models 
of the same item during such stated period. 

(5) The stock on hand of identical equipment, components, and spare 
parts is of sufficient value to accomplish substantial savines to the Govern- 
ment by interchangeability of parts with the new equipment which it is 
proposed to standardize and procure 

(6) There must be a current procurement requirement for the item. 

(7) For the purposes of these regulations only, “standardization” is that 
uniformity considered necessary to accomplish maximum interchange- 
ability of parts, and is not mere standardization of performance as usually 
established by specifications prepared under SR 715—50-1. 

ec. The committee shall publish such procedures and requirements, not incon- 
sistent with the policies of the Under Secretary of the Army as set forth in these 
regulations or announced from time to time, as may be deemed desirable to per- 
form the functions of the committee, and to assure that this authority is not 
used for the purpose of arbitrary selection of contractors or unlawful restric- 
tion of competition. 

3. Composition.—a. Members will be appointed by the Under Secretary of the 
Army upon nomination by the following: 

(1) Assistant Chief of Staff, G-4, Department of the Army—three 
members. 

(2) Assistant Chief of Staff, G—3, Department of the Army—one member. 

(3) Chief, Army Field F'orces—one member. 

b. The senior member will be chairman of the committee. 

c. Procurement Division, G—4, will provide a permanent recorder for the com- 
mittee. 

4, Address.—All communications to the committee will be addressed as follows: 
Assstant Chief of Staff, G-4, Department of the Army, Washington 25, D. C 


ATTN: Recorder, Advisory Committee on Procurement Without Advertising of 
Technical Equipment and Components. 
[AG 334 (21 Nov 51)] 


By ORDER OF THE SECRETARY OF THE ARMY: 


OFFICIAL : J. LAWTON COLLINS 
WM. E. BERGIN Chief of Staff, United States Army 


Major General, USA 
The Adjutant General 


DISTRIBUTION: C., 
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rALB D DEPARTMEN OF THE ARMY DISPOSITION FORM 


Subject: Procurement of Technical Equipment Requiring Standardization and 
Interchangeability of Parts 
Late December 13, 1951 
To: The Quartermaster Genera 
The Surgeon General 
Chief of Transportatio1 
f of Engineers 
GUM af Dednance 
f 


* Chemical Office: 


1. Reference is made to ACH Directive 20-1951. dated 9 November 1951 











sublec same as above, which res nds CP Directive 65-FY 1951, dated 22 Jan 
vary 1951, ond advises that drafts of an amendment to paragraph 2-102 of the 
Army Procurement Procedure and a proposed revision of AR 15-440 inclosed 
therewith should be implemented immediately This revision of AR 15-440 
has since been issued under date of 38 December 1951 d copies are now being 
distributed 

”. In order to assure expeditious handling of requests submitted for approval 
of stat on of technical equipment under the 3 December 1951 revision 
to AR following factor d be discussed in such requests wherever 
api 

(a) y. each request submitted should concern a single item or family 
of related ite sin orde tof ilit prod sj 

A Techni Servic ete nation should aecompany each request and 
should be signed by the Chief of the Technical Service concerned or his deputy 
This determination should provide specific data in compliance with each of the 
mandatory stipulations of subparagraphs 2b, (1) th gh (7) of AR 15-440, and 

specitie statement that the ree ested standardization as technical equipment 
is “necessary in the public interest.’ 

Subparagraph 2b, (5) of AR 15-440, pertaining to stock of equipment on 
hi should be expressed as a stock status rather than solely as a monetary 
ficuy Although monetary estimates of related stocks on hand, if available, 
are of interest, and the number of years for which spart parts support can be 
maintained from stocks on hand is also an item for consideration 

(7d) In connection with subpa raph 2d (3) of AR 15-440, the ability of the 
proposed manufacturer to supply anticipated requirements must be mentioned 
The impact of the proposed procurement upon the abi of the segment of 
j str nvolved to supply mobilization needs should also be considered 

f \ statement should be furnished indicating the method of selection of 
the proposed supplier at the time « he initial procurement of the item, i. e 


the extent of competion involved 

(f) Safeguards to he employed after committee approval to assure a fair 
price should be mentioned, e. g., escalation based upon competitively established 
prices ete 

>». All requests should be carefully considered at the Technical Service level 
prior to submission for committee consideration to insure that the desired action 
is solidly defensible The Department of the Army may be exposed to serious 
criticism from excluded suppliers unless screening is extremely rigid 

4. In addition to the data outlined above, it is necessary that all other facts 
which are persuasive to standardization be included in the request submitted 

>. In order to permit simultaneous consideration by all committee members 
of each case in advance of the formal meeting and thus expedite a final decision 
cetermi ions should be submitted either as a signed master stencil or in the 
torm of a signed original accompanied by fifteen copies. 

For the Assistant Chief of Staff, G—4: 








(Signed) T. McGrecor, 
Colonel. GSC, 
icting Assistant Chief, Procurement Division. 
Mr. RiznimMan. Before we dismiss you, gentlemen, may I say we 
deeply appreciate the attitude and spirit of the Secretary and you two 
gentlemen in coming before our committee and giving us whatever 
assistance you possib ly can. 
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Secondly, Mr. Pearson, on at least two different occasions, has been 
eracious enough to invite this committee to go up to Belle Mead and 
see some of the accomplishments that have been made there. I think 
it will be a great enlightenment to us, as members of the committee 
who are so deeply interested in this problem, to accept that invitation, 
and I want to assure you we are going to as soon as we can find a 
little time. I hope it will be in the very near future. 

Mr. Pearson. We would be right proud to have you see some of 
that. 

Mr. Rirutman. We are very anxious to see it, sir. Thank you very 
much, 


STATEMENT OF LT. GEN. ORVAL R. COOK, DEPUTY CHIEF OF STAFF, 
(MATERIEL), UNITED STATES AIR FORCE; ACCOMPANIED BY 
COL. JOHN C. McCAWLEY, UNITED STATES AIR FORCE; AND MAX 
GOLDEN, DEPUTY FOR PROCUREMENT AND PRODUCTION TO THE 
ASSISTANT SECRETARY OF THE AIR FORCE 


Mr. Rizutman. General, we are pleased to have you with us this 
afternoon. It is my understanding you have a prepared statement 
you would like to read for the benefit of the subcommittee ¢ 

General Cook. Yes, sir. I have. 

Mr. Rreutman. All right. If you will proceed with your state 
ment, General. 

General Cook. Before proceeding with my statement, however, I 
would like to tell you that the Assistant Secretary of the Air Force 
was not able to come over at this moment, but expects to be over later. 
He asked me to tell you that his main purpose in coming over was to 
meet the members of the committee. He said he would like very much 
to meet them so that they can become acquainted and carry on from 
there with whatever he has to do. 

Mr. Rienitman. You may proceed, General. 

General Cook. All right, Mr. Chairman. 


PRINCIPLES OF AIR FORCE LOGISTICS 


As an introduction I will give to the committee three basic concepts 
which are the foundation of Air Force logistics. Thereafter I will 
discuss them in some greater detail. 

The first concept is that we must provide effective, efficient, and 
flexible support for our striking power, at the lowest possible cost. 

The second concept is that the Air Force must have control of i 
supplies. Asa matter of record, it has of necessity had its own supp ly 
system since the early days of the First World War 36 years ago. 

The third concept is that we must constantly seare ‘h for improved 
and more economical methods to support our combat forces. 

We approach these three concepts with an entirely open mind, just 
as this committee is approaching the problem this afternoon. The 
only way I know to do that is to take an exhaustive look at all the 
considerations bearing on the particular problem under scrutiny. 
Sometimes there is a temptation on the part of operators and ana- 
lysts alike to judge a massive, globe-encompassing system on the 
strength of a few isolated examples. 
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THE AIR FORCE SUPPLY SYSTEM 


At the very outset of the First World War, when the aviation sec- 
tion of the Army Signal Corps was very small, it discovered it could 
not operate effectively unless it had control of its technical supplies, 
Accordingly, - first air depot was established at Middletown, Po.. 
in 1917. A year later four air depots were in existence. By 1920 
there were 14 eae de pots and 15 ad liti onal stor: ive points. W ithin 
the following year or two, most of them were closed out, leaving 7 air 


depots. We experienced a big build ul p hn our system again during 
the Second World War. We had 39 major depots and more than 
200 additional ee oe issue points. During all this extensive 
growth of the air logistic system many new eee were developed 
and made av: ail: ib le to ot] services. Back 1 1942, us an example, 


the Air Corps was one of the first to develop uni “fie «1 technical publica- 
tions for all ec: ategories of ae ent. 


After the Second World War. we reduced our support system in 
keeping with our combat cena. There has been a relatively smal] 
buildup in the last several years. Our combat strength has more than 


doubled since Korea, but we have been able to keep our logistics struc- 
ture to a much more modest increase by application of streamlined 
methods and improved business procedures. We now operate 23 
depots worldwide. Some of the overseas depots have additional 
forward supply points. In order to give you a picture of the location 
of our depots and a feeling of the scope of our operations, I have a 
map charting our worldwide system. In managing this system we 
follow a policy of integrated, centralized control and decentralized 
operation. 

On the chart the red stars indicate the depot locations. 

For example, we have 1 here in North Africa, 1 in Germany, 1 in 
England; we have 1 program for Newfoundland, but we found out 
we could do without it, but we could support that northeast area of 
Greenland and Iceland, from the United States, so that star will be 
removed. We have a depot here at Newark and we have 1 in Penn- 
sylvania, 1 here in Oklahoma City, San Antonio, Mobile, Georgia, 
Warner-Robbins, 1 at Ogden, Utah, and a depot at Los Angeles. 
This is a specialized depot here. There is lL up in Alaska, 1 in Japan, 
and a smaller one in the Philippines. 

The red arrows indicate the flow of sup plies between the depots in 
the ZI and those overseas. The blue lines indicate the flow of sup- 
plies from depots to overseas using points other than depots. 

Some of our overseas installations are supported directly from 
the United States and not through overseas depots. 

Since this chart was prepared, we have been able to close the North- 
east Depot, as I pointed out, through improved control of our stocks, 
better communications, and further application of airlift. 

I have previously recounted the long history of the Air Force sup- 
ply svstem because I believe that everyone should understand it. The 
Air Force is not setting up a new supply system, as has sometimes 
been said. We have had our own supply system for 36 years simply be- 
cause that system is essential in order to fight the Air Force at any 
time, at any ‘place. 

There is general agreement, I believe, that each military department 
should provide for itself the type of supplies which are peculiar to it. 
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I believe there is general agreement that the Air Force should furnish 
its own aircraft supplies and equipment; that the Navy should do the 
same for its ships; and that the Army should support its own tanks. 
Beyond that, however, there seems to be some disagreement as to 
whether or not unnecessary duplications exist between the supply 
systems of the 3 services, particularly in the more common items. 
Certainly there is some necessary duplication. Just as we recognize 
that a large base may require more than one mess hall, or more than 
one warehouse, or more than one hangar, so we must recognize that 

= some duplication is necessary to secure greater ¢ fficie Ncy. 

I want to emphasize, however, that unnecessary duplication between 
the services has been largely eliminated through cooperation between 
us. Isolated instances of unnecessary and uneconomical duplications 

. have occurred and will sometimes occur. 

We do not guarantee that they won’t occur because in such a large 
organization there will be some isolated instances of that kind, but 
we are doing our best to stamp them out. 

They are not the rule. They do not determine the system. They 
should be judged for what they are. 

If we take a positive approach to this question of unification, if 
we look for areas wherein the services are actually interlocking with 
each other, I am confident the committee will find that the services 
are conscientiously carrying out the will of the Congress. 


SINGLE SERVICE PROCUREMENT 


In the field of procurement or purchasing, about 75 percent of the 
total defense materiel dollars are spent under the single service prin- 
ciple. One service buys all of a given commodity for all of the mili- 
tary services. As an example, the Air Force buys many aircraft, all 
photographie equipment and other items for the Army and the Navy 
as well as itself. The Navy buys ships, boats, paint, and many other 
items. The Army buys tanks for the Marine Corps and for its own 
needs, and buys subsistence for all services. For the heavy preponder- 
ance of all funds, therefore, procurement has been pretty effectively 
unified. I think you will find that we have gone further in this regard 
than have our large industries. 

The rem: uning 29 percent of the procurement is of a ver which is 
uneconomical to centralize. A ech i ible portion of is even un- 
economical to centralize within one service. We in the Ni ir Force have 
therefore embarked on a program of extensive use of local purchase, 
wherein each base buys much of its common-commercial-type needs 
through the local commercial distribution system. Parts for our type- 
writers of our commercial vehicles are good ex: imples. Local pur- 
chase saves the packaging, handling and transportation costs for rela- 
tively low-priced standard commercial items. 

Mr. Ruentman. Has that been the practice through the years? 

General Cook. No, sir. It has not. We have started that in recent 
years. That has not been the practice. 

Mr. Bauwan. I have a question on this. You say that dollarwise 
75 percent is procured under the single service principle. Itemized, 
how would that percentage stand, General ? 


35356—53 9 





124 MILITARY SUPPLY MANAGEMENT PROGRAM 


General Coox. I do not have that figure offhand. Do you happen 
to have it, John? 

Colonel McCawtry. No; I do not have the item, but here is a book 
that lists the various types. 

Mr. Bauwan. The reason why I asked that question, General, 
that in the 75 percent we include battleships. 

Colonel McCawtey. That is right. 

Mr. Barwan. And cruisers. 

General Cook. That is correct. 

Mr. Banwan. And B-52’s and B-36’s. I can see how the cost can 
go up 75 percent in one big hurry. Itemwise when you figure all the 
different things we buy, a much higher percentage would be subject 
to a single service procurement and would be in the area of duplica- 
tion, or the possibility of } 

General Coox. That is oa There is a possibility of it being 
an area of duplication. 

Distribution and storage of items after they have been procured is 
also largely unified. The Air Force still relies heavily on the Army 
to store, distribute, and maintain items bought by them for the Air 
Force out of Air Force funds. Although these items amount to less 
than 20 percent of the Air Force dollars, they approa¢ h half of the 
more than 800,000 items used by the Air Force. Examples of items 

tored by the Army for the Air Force include medical supplies, sub- 
istence, ammunition, guns, vehicle parts, telephonic equipment, 
chemical equipment, construction equipment, and many others. The 
Air Force stores and maintains for the Army thousands of items to 
support ~_ helicopters and liaison aircraft used by the Army. 

No one system would be the best system for all commodities in all 
places. “ some parts of the world where the Air Force is pre- 
dominant, we store and issue common items for Army personnel as 
well as our own personnel. As an example, our alr depot in England 
stores food, medical supplies, and all other common items which are 
needsd by any of our military personnel in England, erie it is the 
only depot there and because Army 1 bemuite ments are relatively small. 
The same thing ap plies to Morocco, the Azores, Be ich sen the Philip- 
pines, Guam, and other places. The Army, in reciprocation, furnishes 
common items to us in Korea, Hawaii, Panama, Italy, Trieste, and 
Austria. On the as hand, in France, Germany, Alaska, Japan, 
and Okinawa, each service has so much strength that it is more eco- 
nomical to use a system similar to that in the United States. 

These are some of the many instances of practical unification. 
There are many others. The Army a water ports for us; we 
operate aerial ports for them. The Navy operates sea transports; we 
operate air transports. We have joint procurement regulations and 
joint agencies for petroleum, textiles, and medical supplies. The 
Army and the Air Force share the common recruiting effort. There 
is 2 common cataloging effort which should bear much fruit within an- 
other year, one that the Congress has been very insistent we get into 
and believe in. 

There is much sharing on a local basis of commissaries, laundries, 
motor maintenance facilities, technical information, military police 
service, and medical facilities. 
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In addition to one department servicing the other, important econo- 
mies are being ataad through improvements in our management 
practices. We are continually in search of this type of improvement. 
Let me give you several examples of what I mean. 


LOCAL PURCHASING 


In the area of local purchases, which I have already mentionea, 1 
have already indicated that we are buying through local distr ibution 
many items which are commonly in our commercial system. We have 
a list of over 90,000 items which our bases buy for themselves locally 
if and when the need arises. We antic ipate that at least 130,000 items 
will be placed in this category. That is a very substantial proportion 
of the 800,000 we use. We keep no depot stocks of items locally pur- 
chased, and consequently require no space to house them, no depot 
manpower to move and account for them and duplicate no other serv- 
ice. We consider this to be a big step forward in improving the 
economy of our operations. 

In that connection we do have in depots some common items that 
are purc hased and could be purchased locally, but we issue those until 
they are used up and will have no more in our system, and then we will 
depe nd c ompletely on local purchase for those items, except those that 
have to be bought and shipped overseas, where they cannot be pro- 
cured locally. 

GSA: We use GSA to a very heavy extent to avoid duplication. 
During the last ise at year we did over $115 million worth of business 
with them, and will do more this year. If an item is on our local pur- 
chase list, it will generally be obtained from GSA if GSA carries that 
commodity. 

Mr. Ixarp. May I interrupt there, General, or do you prefer to 
finish your statement ? 

General Cook. No, sir. 

Mr. Ikarp. On your purchases from the General Services Adminis- 
tration, on your base level which you are discussing there in that 
paragraph, what is the procedure practiced on that? On those items 
where it is an item like a typewriter part, do you buy that exclusively 
from the General Services Administration ? 

The reason why I am asking you is that I have had a great number 
of inquiries about that practice in that some people have the ideaA— 
and I frankly do not have any opinion about it now—that it is in 
effect. putting the General Services Administration in competition 
with the merchant on the level at the base where these parts are; and 
they can never compete with them because, as was pointed out here by 
a pervious witness, you cannot figure the depreciation and overhead, 
and all that, in your General Services Administration prices. 

So if you will, I would like to know just what the practice is and the 
instructions on that. 

General Coox. The General Services Administration publishes a 
document called The General Schedule of Supplies. You are probably 
familiar with that ¢ 

Mr. Ixarp. Yes; I am. 

General Coox. In which they list contractors with whom they have 
placed open-ended contracts to furnish supplies, that is, of certain 
spec ‘ifications, at a certain pr ice over a give n period of time. We use 
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that general schedule of supplies as well as deliveries from warehouses 
where they carry the stock. 

Can you am} pli fy that ? 

Colonel Me C \WLEY. Some of the ‘se purchases are mandatory on our 
bases, They are mandatory because General Services A lministration 
has in the general schedule an item that says they are mandatory. 
We have told our bases that if the General Services Administration 
handles these things in the catalog, in that case they are mandatory. 
There are two cases where it is mandatory—if the item is in the agency 
warehouse and therefore on their catalog: or if the item is on our LP 
list and is also on one of these schedules which the General Services 
Administration has marked “Mandatory.” 

General Coox. I would like to ask, John, for my own information 
and the information of the chairman and the members of the commit- 
tee, W hether or not that mandatory use of GSA is by GSA regulation 
under law ? 

Colonel McCaw try. It is by GSA regulation. What it means is 
we go there first and see if they have it. If they do not have it go to 
the local hardware store. 

Mr. Ixarp. You go first to GSA and if they do not have it you go 
on the open market ? 

Colonel McCawtry. Yes. 

Mr. RreutMan. What is the LP list? 

Colonel McCawtey. Local purchase. 

he’ Porr. Before we leave that poin t let me ask you what procedures 

t follow when you purchase locally ? 

ibe Gotpen. Are you talking : about from General Services Adminis- 
tration or local tr: ade? 

Mr. Porr. Local outlets. 

Mr. Goipen. If you are purchasing from local trade, we have in the 
realm of our small pure hase proce dures several diffe rent types. One 
of them is the over-the-counter type of purchase, or the petty cash 
pur ‘hase, where you go down to the hardware store Be: want to buy 
an item worth a very nominal amount. We have procedures where, if 
the cost is under $100, we do not set up and write a complex contract 
with about 30 pages, but instead actually have a cash purchasing offi- 
cer at the base who goes down and actually pays the $5 or $50 over the 
counter and gets the item. 

Mr. Porr. He pays for it? 

Mr. Gotpen. That procedure is working very well and we are all 
for it. You can imagine the dollars it saves in contracting. As a mat- 
ter of fact, we are running a test now in one local area—it is not symp- 
tomatic of all the areas but for several thousand transactions we have 
estimated we have saved $3.40 just in administrative paper work, for 
each purchase. 

If you take a look at the hundreds of thousands of purchases under 
$1,000 that we make each year, that can add up to a lot of administra- 
tive dollars that we save. By the way, we use procedures where we 
are buying expendable items. 

We have another procedure where our field officers are authorized 
to use a very quick contract form for purchases under $1,000. That 
form also is time-saving as well as money-saving. It takes in it not 
only your contract form, but your inspection report, your shipping 
document, all on the face of the instrument. 





MILITARY SUPPLY MANAGEMENT PROGRAM 127 


We are really going to town on that in terms of getting our people 
to use the quic k-purchasing methods for these hundreds of thousands 
of transactions that occur each year at the local bases particularly. 

Mr. Porr. Do you have any charges of favoritism on the part of the 
merchants locally ? 

Mr. Gotnen. No. Even in that area, strange as it may seem—and 
sometimes we have been criticized for this—in the instance where the 
purchase is under $1,000, we get by telephone a few quotations from 
your local merchants. Under $100 we have been doing that too, but 
are now running a test to see if that perhaps is not overdoing it, and 
if it is not wasteful. 

What we are trying to do is have our people, wire ‘re you are buying 
a 10- or 15- or 20-dollar item, have a list of 2 or 3 mere a in the 
town or area and perhaps buy the first one tat merchant A and the 
second one from merchant B and the third one from merchant C, and 
so on. 

Mr. Ixarp. That has worked very satisfactorily ? 

Mr. Gotpen. Excellently. And I think General Cook’s suggestion 
or recommendation was that we increase that $100 limit to $500. 

Mr. Ixarp. How long has this General Services Administration 
policy been in effect of pure -hasing these items through the General 
Services Administration ? 

General Coox. We have purchased items from General Services 
Administration for years. 

Ixarp. I know for years, but is this not a relatively recent 
thing? 

General Coox. The extension of it is. 

Mr. Ikarp. Yes. That is what I had reference to. 

General Cook. We really expanded it a great deal more during the 
past 12 to 18 months. 

Colonel McCawtry. We expanded it principally by expanding our 
local purchase list. 

Mr. Ixarp. What is the benefit to the service from purchasing 
through General Services Administration as against a local supplier ? 

General Cook. You see, when we buy constant articles and expend 
Government funds on them we must have some sort of specification 
under which we buy. The services themselves have expended a great 
deal of money and time on writing up specifications. Frequently they 
have not done too good a job on them. 

Mr. Ixarp. What I had particular reference to was something like 
an Underwood typewriter. or a Dixie cup, or some item like that where 
I assume it is a commercial item on which your specifications would be 
no different from the commercial item. 

General Coox. Ordinarily we do not write specifications around a 
Dixie cup or an Underwood typewriter. We try to write them so 
everyone has a full cut in them. 

Mr. Ixarp. A better way to put it would be you would have a 
specification that any popular typewriter could meet ? 

General Coox. Right. 

Mr. Ixarp. And an item like that is what I had reference to. What 
is the advantage to the Air Force in purchasing an item, let us say, 
that is a popular common item, that there would be no unique feature 
insofar as you are using it? 
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General Coox. Perhaps I could explain that the General Services 
Administration purchases for all of the Government departments, 
and they are in the business of writing specifications for that type of 
equipment, because we think they know the most about that. 

Would you like to say something about it ? 

Mr. Gorpen. Yes. In general on your common type items like type- 
writers, and calculating machines, and that type of thing—we do not 
have to write a contract for each purchase transaction. General Serv- 
ices Administration has set up the basic contract with several com- 
panies. All we do is requisition. That isa contract but it avoids the 
complicated administrative procedure in going through a tortuous 
process of placing an individual contract each time you want to buy 
something. In addition, and more important, I think, is the question 
of warehousing. That is where we save. 

In other words, we do not have to stock hundreds or thousands of 
typewriters, or desks, and various common items of that type, but 
simply draw on the General Services Administration’s schedule as we 
need them. 

In answer to your particular question as to whether there is com- 
petition in the area. There is bound to be some. However, the Gen- 
eral Services Administration’s schedules are not so numerous that you 
have your competition with your local merchant and local tradesmen— 
your hardware store or small merchant. Take typewriters, for ex- 
ample. If we requisition a typewriter, or if a particular base requisi- 
tions it, they may ship that from their local distributor in that area. 
That is, the Underwood people may. In that way you save time and 
money. So that you are not necessarily competing with your local 
trade, because if you are buying typewriters you are buying from the 
company through its distributors. 

Mr. Ikarp. I do not want to delay the hearing on this point, but I 
would like to talk to you, Mr. Golden, about this point sometime. 

Mr. Goipen. Surely. 

Mr. Rrexuman. I would like to ask this question. Are the services 
required to take whatever they can from the General Services Admin- 
istration if it is in their area? 

Mr. Gotpen. Maybe I can answer that. There has always been 
some question as to what “mandatory” means on the GSA schedule. 
For a time, very few of the General Services Administration schedules 
were mandatory on the military Departments outside of the Wash- 
ington area. Most of them were optional. 

I think the attitude of the services particularly has avoided any 
involvement in legal issues as to whether General Services Administra- 
tion can make it mandatory or not. We just accept it. We want to 
do it. And as Colonel McCawley well pointed out, the number of 
mandatory schedules has increased. In other words, we told our 
people it is mandatory to buy even from General Services Adminis- 
tration’s optional schedules in certain cases. So we do not have a 
problem there. We are buying from them to the extent we can. 

Mr. Rreniman. All right, General, if you will proceed from where 
you left off. 

General Cook. Yes, sir. 

Some items which we formerly bought centrally are now procured 
for the three Services by General Services Administration. Examples 
are office machinery and furniture. 
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COMMERCIAL AND INDUSTRIAL TYPE FACILITIES 


Contracting: We have found that we can effectively and economi- 
cally contract for many services which we require. In many locali- 
ties the refueling of our aircraft is done by a contractor. In some in- 
stances we contract for warehousing services, laundry services, pack- 
aging services and the like. Our biggest contracting of service is for 
aircraft maintenance and modification. During fiscal year 1954 al- 
most 60 percent of our maintenance funds will be contracted. Both 
large and small industry generally will benefit from these policies and 
the Air Force will realize greater economy. 


COMMERCIAL SPECIFICATIONS 


Commercial articles: We have a policy of buying commercial arti- 
cles whenever those articles will perform the necessary functions. Al] 
of the items on our extensive local purchase list, of course, will be of 
standard commercial types. In addition many items, such as vehicles, 
are off-the-shelf articles. For combat use, of course, we must have tac 
tical vehicles; but for many administrative purposes the stand: red com: 
mercial versions are ¢ omplete ‘ly adequate, are lower in cost, and more 
economical to operate. That is what we buy. We thereby reduce the 
initial cost, the maintenance cost, and eliminate stocks of parts. 


OTHER AREAS OF SUPPLY MANAGEMENT IMPROVEMENT 


Management improvement: We are engaged 1 in literally hundreds 
of other improvement activ ities which will enhance both the effective- 
ness and the economy of our operations. In addition to those I have 


already discussed in some detail, I will merely mention a few others: 
we are improving our requirements computation and conte of air- 
craft spare; we are decentralizing some functions of the Air Materiel 
Command to realize tighter control; we have developed a new and 
more austere system for authorizing equipment; we have revised and 
simplified our procedures for preventive maintenance: we have a new 
petty cash method for making small purchases, which we previously 
discussed. Each of these is a lengthy story in itself. I bring them 
out to show you that we are not compl: wcent, nor hidebound, nor com- 
pletely tied up in red tape. 

To summarize briefly at this point, I would like to recall our three 
basic concepts. We must have a supply system that is militarily ef- 
fective, at the least cost. We have an efficient system, but we are 
alw: ays looking for ways to improve it. We have ac hieved a large 
measure of practical unification with the other services, and will 
achieve even more. However, we are not advocates of the theory that 
consolidation of the various supply systems is an end in itself, be- 
cause we believe that consolidation would result in a huge, cumber- 
some, and inefficient organization not responsive to the needs of the 
services, especially in time of war. 

I understand that the committee is interested in certain specific 
problems, which I will discuss briefly. 
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SUPPLY STUDIES 


Medical study and subsistence studies: The munitions Board has 


completed studies on the supply systems involved in medical supplies 


and subsistence. In both cases the studies recommended handling of 
those commodities through a joint agency. The Air Force is not 
greatly affected by these a since the Army has been distributing 
medical supplies and subsistence for us. We are therefore in general 


agreement with the a eaeiataiatiaian: with certain administrative ex- 
ceptions involy ing details of stock fund operations and the like. 


MONETARY PROPERTY ACCOUNTING 


Monetary property accounting: At the present time the Air Force 
is giving maximum emphasis to developing monetary property ac- 
counting for all supplies. We not only need this type of information 
for more effective management of supply, but proper dollar accounting 
is a prerequisite for financing any particular category of commodities 
under the stock fund. We have installed a trial system of monetary 
prope rty accoun iting at one AMC depot. The deve ‘lopment of the 
entire system will take from 12 to 18 months. After development, it 
will be installed first in the depots and later in the bases. 

We are planning that on a personal basis so that we make sure we do 
not jump into a system with a lot of pitfalls and mistakes and per- 
petuate those. We want to find out first what the misakes may be. 

Mr. seat Which depot are you talking about ? 

General Cook. San Bernardino. 

Mr. Barwan. What kind of a depot is that ? 

General Coox. That is one of the control depots. It is located at 
San Bernardino, Calif. I pointed it out. We have a specialized de- 
pot at Los Angeles. I pointed out the star at Los Angeles. That was 
a mistake. 


AIR FORCE STOCK FUND 


Stock funds: the Air Force installed the first division of its stock 
fund on July 1, 1950. This division, the Clothing Division, includes 
the inventories at all levels, including bases worldwide of all personal 
clothing and related items utilized by airmen. The next large com- 
modity area to be included in the Air Force Stock Fund will be avia- 
tion petroleum products. The necessary supply and accounting sys- 
tems required for this latter activity were installed at all Air Force 
activities in the United States as of September 1 , 1952. This program 
continued to pick up the overseas activities and as of this month all 
aviation petroleum products worldwide are accounted for under the 
type of accounting system required for stock fund operation. 

We instituted an accounting system first which we have to have. 

Mr. Batwan. Is that at depot level, or below? 

General Cook. It goes below the depot level. 

Mr. Batwan. Does this instill the feeling with the base commander 
that when they pump out 100,000 gallons of gas, there is money in- 
volved in the process ? 

General Coox. That is correct. 

Mr. Batwan. And there is an allotment of a certain amount of gas 
they have to use in a year? 
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General Cook. We hope eventually we will be able to have a system 
so that each commander will know what it is costing him to operate. 
Therefore he will be able to control his operations by the monetary 
accounting system and weed out the ones who are not able to manage 
their business property there. It gives us another management tool, 
and a very valuable one. 

The actual funding of the procurement of aviation petroleum pro- 
ducts will commence on July 1, 1953. 

We set up the accounting system and have everyone drilled on how 
it shall operate, so that on July 1, we commence to operate the stock 
fund for petroleum. 

Also, on July 1, 1953, we anticipate that we will commence funding 
the procurement and distribution for us by the Army of medical and 
dental supplies through the use of the Air Force stock fund, the 
accounting procedures for which have been devolped and are now on 
trial. Additional studies are under way to determine whether other 
items of supply in the category of “General supplies” may be suscep 
tible to stock fund financing. 


PROCUREMENT OF AIR CRAFT SPARES 


Case 55: Case 55 is a proposed Munitions Board document to pre- 
scribe the procedures, terms, and conditions governing the selection 
and furnishing of spare parts to be delivered cone urrently with new 
aeronautical and supporting equipment. The determination of the 
spare parts required is to be made by a provisioning committee com- 
posed of representatives of the manufacturer and the procuring ser- 
vice—the Air Force or the Navy. 

The Air Force believes that in order to obtain concurrent delivery 
of spare parts with the parent equipments, long-lead-time spare parts 
must be put into production simultaneously with the production of the 
parent article. Accordingly, the Air Force relies on and utilizes the 
know-how of its contractors by permitting them to forecase and release 
to production these long lead-time spares. The lists of spares so 
released to production are immediately submitted to the Air Force for 
review and revision, if necessary. Similar reviews are made periodi- 
cally in the heht of usage experience so that our spares procurements 
may be held toa minimum. This technique is being followed with the 
approval of the Munitions Board, and, after evaluation, will be con 


sidered for incorporation into the final version of case 55. 
UNIFICATION IN THE EUROPEAN SUPPLY SYSTEM 


Unified logistics operations in Europe: in all areas in Europe 
except the central area comprised of Germany, France, and Benelux— 
that is, Belgium, the Netherlands and Luxembourg—the Army and 
Air Force supply systems are completely unified. The dominant 
service stores and distributes all common items. In the central area, 
the Army stores and issues most common items for the Air Force, and 
the Air Force stores aircraft supplies for the Army. Services such as 
hospitals, commissaries, laundries, and the like are performed in local 
areas by the predominant service for pose of all departments. 
Last December the Joint Chiefs of Staff gave General Ridew: ay direc- 
tive authority to stop any unnecessary duplication he m: ly cliscover, 
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Mr. Batwan. Has he uncovered any since then ? 

General Coox. I do not know that he has. None of it has come to 
my attention. 

‘Do you know of any cases in which he has 

Colonel McCaw ey. That is a local agreement between the 3 depart- 
ments over there, which is revised every 6 months. Whatever he 
finds is put in there for local correction. He does not have to come 
in to us, but he does it over there. 

Mr. Batwan. The only reason why I mentioned that is because we 
have a lot of directives that proclaim authority to stop this or that. 
I was wondering whether anything was stopped, and whether you had 
personally received any reports? 

General Coox. I have not personally gotten any reports. He is 
required to come back to the Department of Defense if he takes any 
actions that affect budget. That is, he cannot go out and tell one 
service to build or buy something when it affects the budget of that 
service: or if it affects basic organization. Then he has to come back 
to the Department. 

If you would like it we can research that to find out. 

Colonel McCaw ey. He has not. 

General Coox. He has not. 


SURPLUS DISPOSAL 


Disposal—The Air Force excess disposal program was almost com- 
pletely curtailed during 1950 and 1951 due to the Korean action. We 
did not want to be in the position of discarding what might later be 
needed by the force buildup. This resulted in an accumulation of 
obsolete and excess stocks in our system and to some extent hampered 
our normal supply operations. When insurance restrictions were 
easted, a criteria was approved, in May 1951, for determining excess 
quantities of property not required for complete support of USAF 
activities and responsibiliti ies. As a result of this action, a concerted 
drive was started to screen USAF stocks and determine excesses. 
This work is progressing satisfactorily. One complete cycle of excess 
computations will be completed by June 30, 1953. These excesses will 
then be reported for redistribution or disposed of in accordance with 
General Service Administration procedures. Current general dis- 
posal policies and procedures are, with minor exceptions, considered 
adequate by the Air Force; however, we are searching for ways to 
speed up the process. 

We think it is slow and are trying to find out ways in which we can 
speed it up. 


AIR FORCE IMPLEMENTATION OF DOD DIRECTIVE 4000.8 


4000.8—4000.8 is a statement of basic principles encompassing 
the entire operations of any supply system. The Air Force is com- 
pletely in agreement with these principles and supports them without 
equivocation. Most of the principles, however, in order to be effec- 
tively acted on, must be the subject of follow-on DOD directives. 
Many such follow-on directives have been issued and, of course, the 
Air Force is complying with them. Many more remain to be issued. 
We are going ahead with as much implementation on our own as we 


can. 
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I have with me copies of the eight monthly reports submitted by the 
Air Force to the Secretary of Defense on our actions in complying 
with 4000.8. I would like to introduce them into the record. 

Mr. Riew_Man. Without objection, that will be included in the 
record. 

(The information is to be furnished as follows: ) 


OcToBER 2, 1952. 
Memorandum for Mr. Foster. 


Your directive of September 5, 1952, “Military Supply System Regulations,” 
requested monthly reports on progress toward implementation. I would like to 
state, as my first report, that the following major actions have been taken within 
the Air Force. 

(a) All major air commanders have been notified that they will assume no 
additional responsibilities for common-use items, and will create no additional 
independent or expanded supply facility for those items. Instructions to this 
effect had been issued prior to the September 5 1952, directive, but were restated 
immediately thereafter. (Enclosure 1.) 

(b) New contracts for construction and rental of all commercial-type facilities 
were prohibited as of September 8, 1952. This prohibition applied not only to 
those commercial-type facilities which are to be used in connection with common 
items, but to all others as well. After this action was taken, lists of the sus- 
pended projects were forwarded to your director of installations for his review 
and approval 

(c) Based on the guidance contained in your MSSR directive, action was 
initiated with the Department of the Army to determine responsibilities in conti- 
nental Europe for the depot storage and maintenace of common-use items. This 
action consisted of asking General Handy to prepare cost studies for each of the 
several methods which may be employed in the performance of those functions, 
AS soon as the costed plans are available, the two departments and your office will 
be in a position to install the best method on a judicious basis, with full regard 
to overall economy and military effectiveness. 

The entire secretariat and staff within the Headquarters of the Air Force were 
alerted to the importance of the directive, and to the care with which it should 
be implemented Special organizational measures were taken to facilitate that 
implewentation, as is indicated by the three memorandums attached hereto. All 
major air commanders were given copies of the directive because of its import 
and interest. 

(Signed) R. L. Gripatric, 
Under Secretary of the Air Force. 
Enclosures—3 : 
1. Radio Message. 
2. Memo from Gilpatric to Chief of Staff, USAF. 
3. Memo from Chief of Staff, USAF to all Deputies. 
4. Memo from General McDonald, subject, MSSR. 


DEPARTMENT OF THE Arr Force, 
STAFF MESSAGE DIVISION, 
September 10, 1952. 
OUTGOING CLEAR MESSAGE 
HQ USAF 
TO: All major commanders. 

Part I. In accordance with (1) Section 638 of the Appropriation Act of fiscal 
year 1953, which became effective on September 8, 1952, and (2) directives 
issued by the Secretary of Defense, no officer or agency in or under the Depart- 
ment of the Air Force shall obligate or authorize the obligation of any Air Force 
appropriated funds for procurement, production, warehousing, distribution of 
supplies or equipment or related supply management functions, except in ac- 
cordance with existing regulations, procedures and instructions, and part II 
of this message. 

Part II. Regardless of any prior interdepartmental agreements, no officer 
or agency in or under the Department of the Air Force shall obligate or author- 
ize the obligation of any Air Force appropriated funds for the creation of addi- 
tional independent or expanded supply facilities for common-use-standard-stock 
items of supply without specific approval of this headquarters subsequent to 
September 8, 1952. 
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Part IIT. The above provisions are contained in, or are interpretations of, 
the Appropriation Act, and compliance by all concerned is mandatory; there- 
fore it is considered absolutely essential that this information be transmitted im- 
mediately to all those organizations under your jurisdiction to which these pro- 
visions would apply 

Part IV. It is requested that information be furnished this headquarters 
which will indicate the effect of the implementation of the above provisions on 
your fiscal year 1953 operating program for which budget authorizations have 
been established. This information should be forwarded so as to reach this 
headquarters on or before September 26, 1952. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE CHIEF OF STAFF, 
UNITED STATES AIR FORCE, 
Washington, D. C., September 19, 1952. 
Memorandum for deputies, directors, and chiefs of comparable staff offices. 
Subject: Military Supply System Regulations. 

1. The Under Secretary of the Air Force has informed the Chief of Staff that 
he regards Department of Defense Directive No. 4000.8, dated September 5, 1952, 
entitled “Military Supply System Regulations,” as most important and intends 
to closely observe implementation of this directive. 

2. I quote below the pertinent provisions of Mr. Gilpatric’s memorandum of 
September 17, 1952: 

“The regulations consist, in general, of policy statements which will be imple- 
mented by further detailed directives to be issued by the Secretary of Defense. 
The Air Force is required to issue regulations, procedures, and instructions re- 
flecting these implementing directives. These should be submitted for my ap- 
proval. In addition, for the time being, any major action of the Air Staff under 
the regulations should be submitted for my approval prior to the finalization 
of that action. 

“The greatest impact of these regulations will fall in the Secretariat, on my 
office, and in the Air Staff, on the Deputy Chief of Staff, Materiel. However, 
the scope of the regulations is such that all segments of the Secretariat and the 
Air Staff will be involved. 

“I is most important, therefore, that all actions in the Secretariat and in the 
Air Staff be coordinated to the maximum extent possible. Accordingly, I am 
designating my office as the point of coordination within the Secretariat and sug- 
gest that you also designate a point of coordination in the Air Staff. I recom- 
mend that this be the Deputy Chief of Staff, materiel. 

“As a matter of immediate concern, the Air Force is required, pursuant to para- 
graph IV—4 of the regulations, to maintain a record of major actions taken under 
these regulations and to make progress reports regarding the implementation 
of the regulations and directives issued thereunder. I suggest that the office in 
the Air Staff designated by you as the point of coordination also have these 
responsibilities.” 

3. The Office of the Deputy Chief of Staff, material, is hereby designated as the 
focal point in the Air Staff for coordination of all matters pertaining to this 
subject. This designation includes the responsibilities enumerated in the memo- 
randum quoted above. 

WiILtiaM F. McKEr, 
Major General, U. 8. Air Force. 
Assistant Vice Chief of Staff. 


DEPARTMENT OF THE AIR FORCE, 
HEADQUARTERS, UNITED STATES AIR FORCE, 
Washington 25, D. C., September 29, 1952. 
Memorandum 
Subject: Military Supply System Regulation. 

1. Reference is made to DD directive 4000.8, ‘Military Supply System Regula- 
tion,’ September 5, 1952. The vice chief of staff has charged the Deputy Chief 
of Staff, Materiel, with monitorship of staff actions required to implement that 
directive. Under this authority, responsibilities for monitoring and coordinating 
actions required under specific paragraphs of the directive are assigned to staff 
agencies as shown in the inclosure hereto. 
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2. It is the intention of Department of Defense staff agencies to consult with 


the military departments in establishing methods and procedures, and prepar- 
ing the additional DD directives required by DI) 4000.8. For this purpose, meet 
ings will be called, sometimes on short notice. Project officers will be necessary. 
These officers should be able to provide readily any information required, to 
indicate the impact on the Air Force of any proposal under consideration, to 
offer constructive suggestions, and to discuss objectively their own suggestions 
and those advanced by others. For these reasons, the project officers should be 
senior officers: Colonels or, if necessary, lieutenant colonels. 

3. It is requested that you designate a project oflicer for each of the para- 
graphs ot DD 4000.8 assigned to you, not necessarily a different officer for each 
paragraph. His name, room number, and telephone number should be forwarded 
without delay to my project officer, Col. John C. McCawley, AFMPC, room 4E-274, 
extension 78197. <A list of designated project officers will be disseminated within 
the Air Staff. 

4. In anticipation of DD inquiries, each project officer should prepare a detailed 
outline or draft of the language he would like to suggest for inclusion in new 
DD directives. Early and thorough meditation of this sort is essential because 
of the importance of the endeavor. 

5. In addition to the staff agencies assigned specific monitorships herein, 
many other staff agencies have collateral interests. The designated project 
officers are expected to consult all of them and keep them advised. 

6. Coordinated central guidance will be provided as necessary, through this 
office. For that reason, project officers should send copies of all important 
actions to my office. 

THOMAS B. McDONALD, 
Major General, USAF, Assistant for Materiel Program Control Office, 
Deputy Chief of Staff, Materiel. 
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NOVEMBER 6, 1952. 
To: Colonel McCawley/af/78197 
Memorandum for Mr. Foster. 

In transmitting our second monthly report on the Military Supply System 
Regulations, I invite your attention to the following major actions taken within 
the Air Force. 

(a) Strong efforts are being made to save personnel and warehouse space by 
deleting from the Air Force depot system all items which can efficiently be pro- 
cured locally. Some 89,000 items are now handled on a local basis, and we intend 
to raise that figure by at least 50,000. Although a goodly portion of these locally 
purchased items are now obtained by our bases through GSA, we expect to be 
able to increase that percentage substantially. To that end, I have met with 
Mr. Jess Larson to explore the areas in which GSA can be of further service to 
the Air Force. We have established a working committee to keep this economy 
measure alive and moving 

(b) A new and tighter system of establishing allowances of equipment to Air 
Force units has been undertaken. Heretofore, about 70 percent of all equipment 
was allocated to units on the basis of rather generalized Tables of Allowances. 
Since these tables were general, some units found themselves with property they 
might not need. Moreover, close computation of overall requirements was very 
difficult because the application of the general tables to specific units was often in 
doubt. The new system provides for a separate allowance list for each unit, pre- 
pared on an austerity basis. In this manner, each unit will be allowed only those 
ites it needs. Requirements computed on the basis of the new allowance lists 
should be more accurate than our former computations. Enclosure 1 is the 
regulation inaugurating the new system. 

(c) Work is under way on the establishment within the Air Force secretariat 
of an office for reviewing requirements. The proposed organization will be sub- 
mitted to you for review prior to November 10, 1952. 

(d) At the request of your various staff agencies, the Air Force is assisting in 
the examination of some 40 existing Department of Defense directives which 
are under consideration for certification as MSSR’s. Our assistance takes 
the form of searching out all Air Force and AMC directives which implement 
the respective Department of Defense directives, and forwarding copies to 
your agencies. We are also preparing reculations to implement MSSR’s 6, 8, 9, 
10, and 12. Additionally, we are planning the framework which will be necessary 
to place in effect certain of the principles laid down in MSSR-1. As an example, 
an outline plan to meet the requirements for monetary and in-transit accounting 
for property is currently under development in close consultation with personnel 
of Mr. MeNeil’s office. This plan has progressed to the point where detailed 
procedures are being prepared for the first of eight projected phases. 

The organization within the Air Staff for handing portions of MSSR-1 has 
been further refined since my last report. Project officers have been named for 
each paragraph, as shown in enclosure 2. This list has been widely circulated, 
particularly within the Munitions Board staff. Our project officers have been 
directed to keep in close touch with the personnel on the OSD staff who will draft 
further MSSR directives, and to offer whatever assistance they can. One 
example of this was cited above. This close liaison should not only insure full 
consideration of the operating services’ viewpoint, but also should help in ex- 
pediting the work of your staff in this important matter. 

(Signed) R. L. Grupatric. 





Enclosures—2 
1. AFR 67-88 


» 


2. List of project officers 


DECEMBER 9, 1952. 
Memorandum for Mr. Foster. 

This is my third monthly report of progress toward the carrying out of 
Department of Defense Directive 4000.8. I would like to mention two concrete 
actions of special interest: 

(a) Upon the issuance of 4000.8, no further contracts were permitted for the 
construction of warehouses and other industrial-type facilities, pending reex 
amination of such projects by your Director of Installations. As of the end 
of November, the Air Force had forwarded 356 line items for approval, valued 
at $215.580,000. Of that amount, approval had been received on more than 
half, or $114,568,000. 
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(6b) We are moving ahead with monetary accounting, which, together with 
the creation of stock funds, forms the basis for the area distribution of common 
items as described in paragraph C-7 of 4000.8. We expect to establish at our 
San Bernardino depot about the first of the year a service test of the adequacy 
of phase I of our plan, There are a total of eight phases in the plan. 

Our project officers for each paragraph of 4000.8 continue to work with the 
appropriate OSD office in drafting new Department of Defense follow-on direc- 
tives. Work is progressing in the fields of armed service procurement regulations, 
logistic personnel policies, stock funds, transportation, and others. We are 
currently preparing Air Force regulations to carry out those OSD regula- 
tions already issued. Notable among these is the important MSSR-14, on the 
subject of conservation, utilization, and disposal. In some instances we have 
completed our follow-on regulations, and have submitted them in draft for 
approval. Examples are MSSR-11, 12, 13, 15, and 16. In many other instances, 
our Air Force and Air Materiel Command regulations have already been approved 
by your staff as being in accord with 4000.8. Examples are Defense Produc- 
tion Pools, USAF Small Business Program, and Dissemination of Procurement 
Information. 

The Air Force is initiating many improvement actions of its own, in the spirit 
of 4000.8. As an indication of the type of actions involved, I would like to 
mention the following special projects which have been instituted by the 
Commanding General, Air Materiel Command: 

Disposal of Excess Property. 
Air Force Initial Aircraft Spares and Spare Parts. 
Reduction of Pipeline Time. 
Reduction of Costs for Transporting Supply Items. 
Simplifying Mechanized Property Accounting System within the AMC. 
Identification of Air Force Assets. 
Inventory Management. 
Utilization of the GSA. 
Improvement and Standardization of Packaging Materials and Methods. 
Materials-Handling Equipment and Operations. 
Application of Electronics to the AMC Problem. 
Preparation of Quality Control Standards. 
(Signed) R. L. Grparric. 


JANUARY 8, 1953. 
Memorandum for Mr. Foster. 


This is my fourth monthly report on Air Force actions in furtherance of our 
mutual objectives as formulated in 4000.8. Significant activities during De- 
cember 1952 included : 

(a) The aircraft spares study group, which is headed by Mr. Harry O. 
King, successfully completed a service test on a method of achieving better 
eontrol of high dollar items for the B-47. An extension of the methods in- 
volved to other major airframe and engine provisioning will effect very real 
savings. I am sanguine that these activities will uncover practical ways of 
actually reducing spares requirements by the $1 billion which we had previously 
smputated from our fiscal year 1958 budget, in anticipation of the group’s 
accomplishments. 

(b) The Office of Review and Analysis was established within my Office. 
The Director and several other members of the new organization were named, 
on an acting basis. 

(ec) During December we completed a review of the production schedules 
and materiel requirements for our fiscal year 1953 buying program. This re- 
view was much more thorough and intensive than ever before, in the spirit of 
4000.8. Not only were more items covered, but the amount of detailed justi- 
fication demanded for each item was much greater. 

(7) A memorandum to Mrs. Rosenberg’s office outlined Air Force policies 
and procedures pertaining to paragraph III I of 4000.8 “Personnel and Train- 
ing.” An enclosure to that memorandum, a digest of policies pertaining to the 
supply and production management career fields of military personnel, is at- 
tached hereto. 

(e) We continued to work closely with Mr. Creedon’s office in obtaining ap- 
proval for construction and rental of industrial type facilities. Mr. Creedon 
approved additional Air Force projects during the month. 
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(f) Progress was made in formulating a system for an Air Force Stock Fund 
in the Medical-Dental area. The gathering of needed data was completed, 
and plans are nearing finalization for a service test of the procedures, to begin 
about March 1, 1953. 

(g) Numerous Air Force directives putting into effect certain portions of 
4000.8 were either issued by us or approved by OSD during the month. Examples 
are: 


Number of Air Force 


instructions OSD directive involved 
3 ol $105.2. Defense Production Pools 
} 7 4100.9, Relations With Small Defense Plants Administration 
5. 4100.10, Revised DOD Small Business Program 
3 Policy on Transportation and Traffic Management Factors 


Affecting Site Selection 
9 ‘ 4500.8, Loss and Damage Prevention Program 
4155.2 Assignment of Procurement Petroleum Inspection 
4105.27, Bidders’ Mailing List 
4505.2 Identification of Administrative Motor Vehicles 
4155.1, Inspection and Acceptance 
(Signed) R. L. Grmparric. 


pak ed et et 


SUPPLY AND PRODUCTION PROCUREMENT PERSONNEL POLICIES AND PROCEDURES 


1. Introduction 

A definitive program has been established in the USAF for the recruitment, 
training, rotation, promotion, and assignment of competent military personnel to 
serve in all areas of supply and procurement Current personnel policies and 
procedures are considered to be in harmony with the requirements of paragraph 
III I of Department of Defense Directive No. 4000.8, subject, Military Supply 
Systems Regulations. These policies have been designed to assure the most 
effective use of trained personnel within the supply and procurement area as well 
as in all other functional areas. 


2. Classification systems and career programs 


(a) Officers—Two ofticer occupational fields have been established to cover all 
supply and procurement activities of the Air Force. Within each field a grouping 
of occupational specialties has been provided to insure a logical pattern for pro- 
gression from lieutenant to colonel for officers in the field. This functional group- 
ing of specialties contributes to more effective personnel management by facili- 
tating selective procurement and assignment, providing a pattern for cross- 
training and establishing a framework for the development of executive and 
professional specialists. 

(1) Officer supply occupational field: Functions encompassed by the special 
ties in this field are program formulation, policy planning, inspection, and di- 
rection of supply activities; purchase, requisition, receipt, storage, issue, distri- 
bution, packaging, and record keeping of supplies; operation of sales commis- 
saries and post exchanges; contracting for or operation of mortuary, laundry, 
dry-cleaning and clothing repair services; disposal and disposition of supplies: 
and warehousing and property management. Knowledge of accounting, inven 
tory control, business law, freight transportation, principles of marketing, and 
purchasing and contracting, are common qualifications for specialties in the field. 
It should be noted that the supply officer is expected to be a broadly trained in- 
dividual. When he is fully qualified he must be able to manage any type of 
supply activity whether it be Air Force technical, quartermaster, communica 
tions, automotive, engineer, or petroleum. 

(2) Officer production procurement occupational field: Functions encompassed 
by specialties in this field are industrial planning, program development, and 
direction of production procurement activities; negotiating, renegotiating, and 
monitoring contracts; developing and implementing plans for use of industrial 
facilities; establishing production schedules and production and quality control 
techniques and procedures: and accomplishing price redeterminations, contract 
terminations, budget estimates, and priority classifications. To progress in this 
occupational field, officers must have knowledge of engineering or industrial 
management. 


35356—_53 10 
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(b) Airmen.—Two airman occupational fields have been established which cor- 
respond to the officer supply field and production procurement field. Each field 
provides for progression from basic airman to warrant officer. Opportunities 
are so broad and varied within a field that an airman is expected to remain within 
a single field for the duration of his entire career. 

(1) Airman supply career field: Functions in this field include operation of 
supply warehouse or property disposal activity ; receipt, storage, issue, packaging, 
crating, and corrosion control of supplies; identification and determination of 
condition or status of property: preparation and maintenance of stock records 
and related documents; computation of stock control levels, analysis of logistical 

ition of commissary, ex- 
change, or clothing store; receipt, ve, issue, and maintenance of quality 
‘ol of petroleum products; and operation of laundry and dry-cleaning facili- 





data and review of requests for 





issue; opé 





(2) Airman procurement career field: Functions in this field include the pre- 
paration and processing of contractual bids or other procurement documents ; 
preparation of specifications and monitoring advertising ; establishing of delivery 
dates; and preparation of formal contracts. 


3. Recruitment 


1) Officers Procurement source for oflficers to ‘rve in supply or procure- 
nent are sar 


(1) ROTC, Mil 


¢ lox 
S ToOlLow 


itary Academy and OSC graduates: Officers from these sources 








ire selected and class d ir pply or procureme ! ialties based upon 
POSst ssed or potent al anal eatior Considered in this election process are 
emic education, prior civilian or enlisted experience and training, and per- 

m desires and interests Acade c education is particularly applicable to 
ROTC graduates who are called to active dut A degree in business adminis- 
t n is highly desirable background for those officers for whom a career in 

upply is contemplated. A degree in industrial engineering is just as desirable 
for a career in the production procurement field. 

(2) Reserve pool: Call of Reserve officers to active military service is a selee 
tive process, and depends upon current occupational requirements of the Air 
Force. Reservists qualified as supply or production procurement officers are 

dentified and, as available, may be called to meet manning requirements. 

(3) Other occupational fields: It is desirable from a personnel management 
standpoint to regularly draw upon other occupational fields for input into the 
supply and production procurement fields For example, excellent military 





source jobs for production procurement are found in maintenance engineering, 
armament, communications-electronics, and research and development fields. 


rransfer of accountants and transportation officers to supply activities is a sound 








manpower utilization practice. Such cross-training and experience is necessary 
for the development of administrators of broad materiel programs and logistics 
experts 

(4) Direct appointment from civilian life: When sources stated above do not 
meet supply and procurement personnel requirements, officers may be com- 
missioned direct from civilian life. This applies only to highly qualified indi 
viduals whose backrround is such as to make them immediately effective in a 
position in the Air Force. 

(b) Airmen.—As in the ease of officers, supply and procurement airmen are 
btained from the reserve pool, as available, and from related occupational 
fields. The chief source of airmen, however, is from the indoctrination wings 
(basic training centers) where airmen, new to the service, undergo a compre- 
hensive screening process to determine occupational capabilities. All recog- 
nized personnel classification tools are used, including interviews by nrofes- 
sionally qualified counselors, aptitude tests, and job knowledge tests. Educa 
tion, occupational experience, mental and physical limitations, hobbies, and 
personal preferences are also taken into consideration. Airmen who have 
prior occupational experience or schooling, which can be used to meet Air Force 
requirements for supply and procurement personnel, are so classified and are 
sent out immediately for assignment to a using activity. Those potentially quali- 
fied according to determined aptitudes are sent to the appropriate Air Force 
school for formal training prior to assignment to a supply activity. 


' 


}. Training 


The Air Force has placed great emphasis upon providing formal training to 
enhance the professional and technical qualifications of supply and production 
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procurement personnel. The following courses are offered in the Air Training 
Command: 


Supply officer Warehousing supervisor 
Supply services officer Supply inspection technician 
Advanced supply officer Organization supply supervisor 
Warehousing specialist Supply records supervisor 
Organizational supply specialist Stock control technician 
Supply records specialist Laundry operations supervisor 


Petroleum supply specialist 


In addition to the above technical courses, the Air Force makes use of the 
following Army courses: Quartermaster, Food service, Quartermaster subsist- 
ence, Sales store, Petroleum laboratory. 

Under Air University programs the Air Force provides the logistics staff 
officer course and training in civilian institutions in such subjects as procure- 
ment and industrial engineering. Additionally, the regular Air University 
schools (Squadron officer course. field officer course, and Air War College) 
devote a significant portion of their curriculum to supply and logistics. 





5. Assignment and rotation 


lemands ro- 


(a) Occupational.—The established occupational field structure ¢ 
tation of personnel between positions and specialities within a field in order to 
develop individuals for greater responsibilities. For example, a supply staff 
officer must be able to administer a variety of programs involving many types 
of supply, property disposal, commissary Operations, warehousing, dollar ac 
eounting, ete. His qualification to assume these responsibilities can only be 
obtained by rotation through a variety of positions during his career. With 
regard to airmen, eventual qualifications as a warrant officer supply superin- 
tendent depends upon prior rotational experience in such functions as ware- 


housing, supply inspection, supply records and stock control. 


(b) Change of station—The Air Force has directed that each change of sta- 
tion must come as a result of a valid military requirement Supply and pro- 


} 


duction procurement personnel are transferred from one location to another only 
when tle new station, whether it be overseas or in the United States, has a need 
for that type of personnel. 


6. Promotion 


(a) Officers.—Air Force officers are promoted as a result of evaluating degree 
of efficiency and capacity for increased responsibilitiees. Occupational classifi 
eation has no bearing on eligibility for promotion. Officers serving in the areas 
of supply and procurement have the same opportunities for promotion as all other 
Air Force officers, subject only to statutory limitations on total of g 
ized. 





es author- 


(b) Airmen.—As stated before, the airman supply and procurement career 
fields provide for progression from basic airman through warant officer. An 
airinan becomes eligible for promotion when his skill increases, through train 
ing and experience, to a level equivalent to the higher grade. This policy applies 
to airmen serving in any career field. 


Fesruary 10, 1953. 
Memorandum for Mr. Kyes. 

This is the fifth monthly summary report of actions taken by the Air Force 
under DD Directive 4000.8, Basic Regulations for the Military Supply System. 
This report, together with the four reports submitted in the past, provides a 
cross section of the progress made by the Air Force toward ever-increasing 
effectiveness and economy of its supply operations. 

(a) Long-standing periodic maintenance requirements for mechancial equip 
ment have been reworked to squeeze out any unnecessary man-hours. The 
time between reconditioning of aircraft has been lengthened, in some cases by 
as much as several hundred hours. The usual 1,000 mile check of vehicles has 
been extended to 2,000 miles or 90 days. We have also initiated a contract pro- 
gram covering field-type maintenance of commercial vehicles. As a result, the 
demand for maintenance personnel has been greatly decreased, with no drop 
in materiel effectiveness 

(b) Controls over property are being changed to permit a closer surveillance 


of high dollar items, with a compensating decrease in paperwork for things 











142 MILITARY SUPPLY MANAGEMENT PROGRAM 


of low value The new controls of high dollar spares for the B-47 airframe, 
us one example, permitted a reduction of $18 million in procurement. To provide 
the necessary man-hours for this type of scrutiny, approximately one-quarter 
of Air Force used items are being placed on a local-purchase status. This action 
will not only release manpower, but will conserve depot warehouse space, and 

ill eliminate the need for depot stocks. 

(¢) Construction of industrial-type facilities is prohibited until the OSD 
Director of Installations has had an oppertunity to determine that the construc 
tion will not duplicate similar facilities already existing within the three 
services. During the past 5 months we have submitted for approval 375 line 
items valned at $219.998,000. Of that amount, approval has been received on 
$183.262,000, through January 

(¢d) During the month the Air Force acted to place in effect the below-listed 
DD directives, either through instructions to the field or through submission of 
draft regulations to the OSD staff for approval. 


$100.9 Relations with Small Defense Plants Administration. 

4105.32 Implementation of Defense manpower policy No. 4. 

4105.33 Defense manpower policy No. 4—Notification No. 38. 

4130.2 Participation by the military departments in the cataloging program 
of the Department of Defense. 

4150.2 Maintenance and replacement standard for materiel-handling equip- 
ment 

4160.6 Policy on typewriter purchasing, utilization, maintenance, replace- 
ment and disposal 

R4200.5 Preparation of materiel requirements and planned production 

schedules. 

4500.17 Participation by representatives of the Department of Defense in 
proceedings before transportation regulating bodies. 

4500.18 Motor common-carrier facilities questionnaire. 

4515.4 Loan of motor vehicles to the Post Office Department. 

4525.2 Routing of military traffic via Canadian railroads. 

— DD Manual for Military Specifications. 
(Signed) Max GoLpen, 
Deputy for Materiel Programs. 


MARCH 10, 1952. 
Memorandum for Mr. Kyes 


This is the sixth monthly report of actions taken by the Air Force under DD 
4000.8, Basic Regulations for the Military Supply System. The subjects re- 
ported herein are indicative of the progress under way over a broad front. Many 
similar actions are in process. The representative subject covered in the five pre 
vious reports are receiving current and critical attention along with the below- 
mentioned accomplishments. 

(a) More effective use of air transportation has been achieved, and is return 
ing dividends. The establishment of Air Traffic coordinating officers at APOE’s 
has permitted a flow of traffic to the aerial ports at a rate designed to obtain 
maximum utilization of available airlift. Better coordination of airlift require- 
ments between the Army, Navy, and Air Force is also achieved. Substantial 
economies are realized through full use of the outgoing lift and also the return 
lift, which previously had frequently been empty. Pipeline time for expensive 
aircraft engines has been reduced by approximately one-third, due principally 
to decreased intransit time. 

(>) Current inventory instructions have been modified to allow annual in- 
ventory, in lieu of semi-annual inventory, for those stock items which have an 
inventory accuracy of 90 percent or better, and which are not high-cost items. 
Inventories are being scheduled whenever possible to coincide with the stock- 
balance reporting cycle. These changes in inventory policy should result in 
better utilization of inventory personnel and a higher degree of inventory ac- 


curacy. 

(c) Commercially available “off-the-shelf” vehicles, materials handling equip- 
ment, and construction equipment will be provided for Air Force installations 
wherever military-type vehicles are not essential. This applies both to the Zone 
of Interior and overseas. The cost is 25 percent to 40 percent less than military 
type equipment. Spare parts support will be provided locally by commercial 
sources. This program eliminates depot stocks of parts, and therefore reduces 
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requirements for storage space, operating manpower, and operating costs. The 
program will be placed in effect gradually as the 56,000 World War II vehicles 
now in use are worn out and salvaged. 

(d) A joint Air Force and Society of Automotive Engineers workshop group 
has been established. This group will review maintenance equipment currently 
being used in Air Force shops with a view to positioning the equipment so as 
to obtain maximum utilization and flow of workloads through the shops 

(e) Flyaway kits, which are mobile stocks of spares designed to keep an air 
squadron operating for 30 days, are under review from the standpoints of both 
effectiveness and economy. The content of each kit is being checked to insure 
that it is in consonance with the latest available consumption data for the par- 
ticular aircraft involved. Additionally, the policy on the basis of issue for 
these expensive kits is under scrutiny to determine if any can be eliminated. 

(f) The new petty cash purchasing procedures, whereby expendable items 
not intended for stock and not exceeding $100 can be procured and paid for in 
cash on delivery, is proving most effective. Man-hour savings on each trans- 
action range from $1.65 to $22, and aggregated $307,670 over 3 months In addi- 
tion, the system created increased good will between Air Force installations and 
the local merchants and suppliers. 

(g) The DOD commercial warehouse plan, which permits military depart 
ments to augment their storage facilities through the use of public warehouses, 
has been of great assistance to the Air Force. Through last month, 550,000 
square feet of commercial warehousing has been occupied by 1,807 carloads of 
Air Force property. Surveys are under way to find additional suitable commer- 
cial warehouses. 

(hk) During February the Air Force acted to place in effect the below listed 
DD directives, either through instructions to the field or through submission of 
draft regulations to the OSD staff for review and approval. 


4100.9 Relations with Small Defense Plants Administration 

4100.12 Department of Defense Conservation, Utilization, and Disposal Policy 

4105.14. Synopsis of Contract Award Information 

4170.4 Semiannual Report on Conservation of Strategic and Critical Materials 

R4200.5 Preparation of Materiel Requirements and Planned Production Sched- 
ules 

(Note.—There are attached hereto three Air Force instructions 

resulting from R-—4200.5. These attachments are included merely 
as an indication of the scope of activities involved. ) 

4215.11 Disposition of Machine Tools Net Required and Unsuitable for Use in 
End-Item Production 

4300.6 Production Allocations Manual 

4300.7 Changes on Procedures in the Production Allocations Manual 


(Signed) Max GOLDEN, 
Deputy for Materiel Programs 


APriL 10, 1953 
Memorandum for Mr. Kyes 

This is the seventh monthly report of actions taken by the Air Force under 
DD 4000.8: Basic Regulations for the Military Supply System. The reported 
actions are highlights of many actions under way over a broad front. They are 
brought out because they are typical. 

(a) During March the Defense Supply Management Agency was furnished a 
schedule for converting the specifications embodied in 2,760 Air Foree procure- 
ment documents. These documents will either be converted to the Federal or 
military series of specification or canceled at the rate of approximately 110 per 
month. 

(b) One complete set of records for all items in the Air Force Depot system 
is being eliminated. As a result of the decentralization of AMC activities, the 
item requirements records previously maintained at Headquarters AMC are 
being consolidated with the distribution-control records in the prime depots. 

(c) The Air Force has large stocks of reparable items. Test surveys revealed 
that a substantial percentage of these reparables can be returned to serviceable 
stocks after only minor repairs. A concerted effort has been initiated to segre- 
gate these near-serviceable items and complete the minor repairs, thereby in- 
creasing the serviceable inventory. 
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(d) A report on Air Force activities to simplify small purchase procedures 
was made to the Chairman of the Munitions Board on March 31, 1953. A copy 
is attached. 

(e) A project has been initiated at San Bernardino Air Materiel area to de- 
velop a monetary property accounting system for the Air Force. Monthly finan- 
cial statements are being prepared for that depot, indicating the monetary value 
of closing inventories and of each category of transactions. These statements 
will be analyzed for their usefulness as management tools for supply operations. 
Methods and procedures will be changed frequently during the development 
stages. From 12 to 18 months will be required before the project is completed. 

(f) The Air Force is collecting data for use by OSD in connection with real- 
estate leases. The Director of Installations, OSD, has instructed the Depart- 
ments that he will review all leases prior to renewal. 

(9) During March the following actions were taken in connection with De- 
partment of Defense directives: 

1. Drafts of Air Force implementing directives were submitted to OSD for 
approval, covering the following: 


4155.1 Uniform Inspection and Acceptance Stamps Prescribed for Use by the 
military departments. 
(Details submitted for approval were prepared by AMC in response to 
AFL 70-7, which was based on DD 4155.1.) 

4120.3 Department of Defense Standardization Program as Opposed to Cata- 
loging. 

4170.5 Munitions Board Spot Materiels Conservation Program Reports. 

4515.5 Use of Rail Equipment for Organized Military Personnel Movements in 
the United States. 


2. Approval was obtained from OSD on Air Force regulations implementing 
the following: 


4105.14 Synopsis of Contract Award Information. 
4155.1 Uniform Inspection and Acceptance Stamps Prescribed for Use by the 
military departments. 
3. Instructions were issued on— 
4300.6 Production Allocation Manual, Munitions Board No. 90-1. 
4300.7 Changes in Procedures in Production Allocation Manual. 


Since this is the seventh monthly report on 400.8, the time may have arrived 
for decreasing the frequency of the report to quarterly. It is recommended that 
such action be considered. 

Rocer Lewis, 
Assistant Secretary of the Air Force. 


DEPARTMENT OF THE Arr ForcE, 
OFFICE OF THE SECRETARY, 
Washington, May 8, 19538 
Memorandum for Mr. Kyes. 

This constitutes the eighth monthly report of actions taken by the Air Force 
in furtherance of DD 4000.8: Basic Regulations for the Military Supply Sys- 
tem. The seven previous reports recounted many such actions. Most of them 
are of a continuing nature, and are receiving uninterrupted attention and de- 
velopment. New actions are constantly being initiated in the spirit of 4000.8. 
The following items are mentioned to exemplify that spirit: 

(a) In order to keep down requirements for new Government construction, 
and also to keep the aircraft industry vigorous, the Air Force is contracting for 
much of its maintenance needs. As an example, more than 8,000 engines will 
be overhauled by contractors during fiscal year 1953. This figure will increase 
to about 14,000 in fiscal year 1954, and to 30,000 in fiscal year 1955. In addition 
to using existing industrial facilities, the Air Force is also utilizing available 
capacity within the other serveces. A recent agreement provides that the Navy 
will overhaul J-48—P5 engines for the Air Force. 

(b) One of the conservation measures taken by the Air Force is the con- 
version of all B—-25 and C—47 aircraft in the ZI to use 91/96 octane fuel. This 
action will save 1 million barrels of the much more critical 100/120 octane 
fuel during fiscal year 1953. 
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(c) The Air Force is participating in a joint military packaging course at 
Rossford Ordnance Depot, Toledo, Ohio. The course is of 2 weeks’ duration. 
Its purpose is to raise the proficiency level of personnel within the military 
services and in private industry in the field of military packaging. 

(d) The Army and Air Force have coordinated in negotiating with rail com- 
mon carriers to establish additional transit privileges and to lower rates for the 
movement of cargo. As a result, the Air Force transportation bill was $3,600,000 
less in calendar year 1952 than it otherwise would have been. 

(e) In an effort to reduce the time required to make procurements, a new 
system is being service tested for the routing, review, and approval of contracts. 
The procedure is designed to eliminate overlapping, backtracking and duplicat- 
ing procedures and controls, and provides for concurrent actions in connection 
with the processing of contract documents. It is anticipated that the new pro- 
cedure will reduce the procurement time cycle by about one-fourth. 

(f) 1. Drafts of Air Force regulations implementing the following DD direc- 
tives have been submitted to OSD for approval: 

4100.14 Uniform Preservation, Packaging, Packing, and Marketing of Items of 
Military Supply 

4515.5 Use of Rail Equipment for Organizational Military Personnel Move- 
ments in the United States 

2. Drafts of Air Force regulations implementing the following DD directives 
have been approved by OSD: 

4100.12 Conservation, Utilization and Disposal 

4120.3 DOD Standardization Program 

4155.1 Uniform Inspection and Acceptance Stamps Prescribed for Use by 
the Military Departments 

4505.3 Utilization of Sleeping Car Equipment 

3. An Air Force regulation implementing the following has been published: 
4170.5 Munitions Board Spot Materiels Conservation Program Reports 

Rocer Lewis, 
Assistant Secretary of the Air Force. 

General Cook. These reports are an indication of the wide scope of 
the management improvement activities I have already discussed. 

Conclusion—In this discussion I have endeavored to provide the 
committee with information of a type which will assist you in intelli- 
gently forming your own judgments. I am certain that those judg- 
ments will be in full accord with our own aims: To provide the support 
necessary to make our fighting strength most effective, and to provide 
it in a way which will result in the lowest possible cost. 

Mr. RrenumMan. General, it is now about 5:10 o’clock. I think the 
members are pretty anxious to get back to their offices and get their 
mail out. Would it be possible for you to meet with us tomorrow 
morning at 10 o’clock? 

General Coox. Yes, sir. 

Mr. Rienuman. At which time I am sure that the members will 
have some questions and we will move along at that time as rapidly as 
possible. 

General Cook. Yes, sir. 

Mr. Rrestman. Thank you. 

We will adjourn until 10 o’clock tomorrow morning. 

(Whereupon, at 5:15 p. m. the hearing was adjourned until 10 


QOn2 


a. m. the following day, Tuesday, May 12, 1953, at the same place.) 











MILITARY SUPPLY MANAGEMENT PROGRAM 


TUESDAY, MAY 12, 1953 


House or REPRESENTATIVES, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Miuirary Orrerarions SuscoMMITT®EE, 
Wash ington, D. G. 

The subcommittee met, pursuant to adjournment, at 10 a. m., In 
room G-53, in the Capitol, Hon. R. Walter Riehlman, chairman of 
the subcommittee, presiding. 

Present: R. Walter Riehlman, Richard H. Poff, Chet Holifield, and 
Frank Ikard. 

Also present: Michael P. Balwan, staff director, and Lewis Lapham, 
staff member. 

Mr. Rreuutman. The subcommittee will come to order. 

Yesterday afternoon when we adjourned we had just completed 
hearing a statement given by General Cook. We asked him to come 
back this morning for the purpose of asking him some questions that 
the subcommittee might have. 

We have the honor of having with us this morning Roger Lewis, 
the Assistant Secretary of the Air Force. We will be delighted, sir, 
if you have a statement you would care to make. If you would prefer 
to sit by and make comments, it is perfectly all right. 

Secretary Lewis. If it is all right with you, I would rather sit by 
and let General Cook proceed to answer the questions. 

Mr. Rreniman. All right, sir. 

Mr. Balwan, do you have some questions you would like to ask of 
General Cook ? 

Mr. Batwan. Yes, sir. 


FURTHER STATEMENT OF LT. GEN. ORVAL R. COOK, DEPUTY CHIEF 
OF STAFF (MATERIEL), UNITED STATES AIR FORCE; ACCOM- 
PANIED BY COL. JOHN C. McCAWLEY, UNITED STATES AIR FORCE; 
MAX GOLDEN, DEPUTY FOR PROCUREMENT AND PRODUCTION TO 
THE ASSISTANT SECRETARY OF THE AIR FORCE; AND ROGER 
LEWIS, ASSISTANT SECRETARY OF THE AIR FORCE 


ATR FORCE REACTION TO TILE ALAMEDA PROJECT 


Mr. Rieutman. Well, I might ask you this, General: We have been 
very much interested in, and I know you referred to it in your state- 
ment yesterday, the results of the Alameda study in California in 
respect to medical supplies and their distribution on the west coast. 

If I am not mistaken, it is my understanding that the Air Force 
concurs in the recommendations of the study, except that I think you 
did say there might be 1 or 2 suggestions that you have in respect to it. 

147 
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Would you like to elaborate on those at this time ? 

General Cook. Well, the main exceptions that we take to it are, 
one, that we should compute our own requirements. We think that 
that is essential. ‘ 

Mr. Rreuitman. Now, isn’t that the position that every service has 
taken ? 

General Cook. I believe it is. 

Mr. Rreuitman. Well, I don’t know that the committee has any 
objections, and I don’t know how you could compute the needs unless 
each individual service did it for itself and then passed it along to 
the procuring agency. 

General Coox. There was, I believe, as I recall it, a suggestion that 
this agency itself, or the combined medical-dental group, would com- 
pute the requirements, and we just want to make it clear that we don’t 
think that that would be very wise. 


REVIEW OF REQUIREMENTS UNDER SINGLE SERVICE ASSIGNMENTS 


Mr. Batwan. General, I think the point the chairman is trying to 
raise—and you can tell me if I am wrong—is that in these single serv- 
ice assignments, or in these joint agencies designed to procure, there 
seems to be no control over requirements of the other services where 
one department has charge of buying; when the Air Force puts in its 
request the Army doesn’t appear to question the Air Force’s request ; 
that goes on the spindle as another order; the Army goes ahead and 
buys on the Air Force’s order. 

I think we would like to have your comments with respect to single- 
agency procurement—the problems involved in eliminating a situa- 
tion such as that. 

General Cook. In the first place, if you will examine the reviews to 
which the progr: uns of each service are subjected today, you will find 
quite numerous layers or tiers of reviews, and we don’t think that the 
Army, for ex: sales will use it just as an example—should be placed 
in the position of telling the Air Force what it needs or what it does 
not need. We think that it is the duty and the right of the Air Force 
to do that. 

We think that the requirements that the Air Force set up should be 
reviewed several different times. They are reviewed today within the 
service itself by the reviewing agencies in the Supply Department ; 
they are reviewed in the Secretary’s office by this review group that 
has been set up to do that; they are reviewed again in the Secretary 
of Defense by the Secretary of Defense budget review, so we don’t 
believe that it would be wise at all to have one service reviewing the 
requirements of another service. 

Mr. Barwan. When requirements come up from the Air Force, it 
is not so much concerned that drugs or the bandages or the mercuro- 
chrome has to be bought and stocked as much as it is in being assured 
that the Air Force will have on hand for its operations a sufficient 
amount of material. 

General Coox. That is right. 

Mr. Batwan. So, if the Army has an excess of supplies somewhere 
else, you would not object to having it drawn from any common 
supply ? 

General Cook. Certainly. 
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Mr. Batwan. And your requirements would stay as stated ? 

General Cook. Yes. 

Mr. Batwan. And you are not interested in seeing that that is pro- 
cured so that you would have your own stock ¢ 

General Coox. No. 

Mr. Batwan. You would like to feel when it is reviewed that your 
required amount is on hand? 

General Cook. I will restate what I think you mean. We would 
like to submit our requirements, have those requirements filled; we 
would like to be sure that the money that we have had made available 
for those requirements is expended for that purpose and no other 
purpose, and that we get what we ask for and need. We don’t care 
where it comes from; we don’t care whether the agency goes out and 
buys it from the drug producer or whether they get it off of the shelf 
of the Navy, for example, where the Navy might have it in excess. 
We don’t care. 

Mr. Batwan. That brings me to this problem. This committee is 
constantly reminded of the distinction between procure ment and pur- 
chasing. When you have a single assignment for purchasing, that is 
an assignment for only one phase of the procurement picture. When 
a service—the Air Force, the Army, or the Navy—acts as a procuring 
agency, it only takes orders from other services and places them on 
the spindle. This indicates a weakness in the single service assign- 
ment purchasing ? 

General Cook. Well, I will agree with you that it is to that extent. 
There probably should be some mechanism set wp whereby there is 
some inventory control, so that if one service asks for the purchase 
of something which may be excess to another service, the excess can 
be made available to the service that needs it. 

Mr. Hourrrevp. At that point, may I interrupt, General Cook? 

Is there any way of adjusting the budgetary problem there? In 
other words, if you set aside $100,000 to purchase drugs and the asian 
has $25,000 of those in its own inventory in excess, is there a way of 
transferring $25,000 worth of Air Force money to the Army for that 
excess, so that that excess can be put into the common inventory and 
supply your needs? Is there a way of doing that? 

General Coox. I am sure there is some way of doing that, 

Mr. Gorpen. Yes, sir. 

Mr. Honirreirp. So what you are saying is that if you put up $100,000 
from the Air Force, you want that either expended or returned to you, 
if it is not expended to your account? 

General Coox. That is right. 

Mr. Honirretp. You want a complete budgetary accounting of 

General Coox. That is right. 

Mr. Howirterp. Now, under that arrangement wouldn’t it be pos- 
sible to adjust the inventory by the transfer of funds for excesses 
between the services? 

General Cook. It would be. 

Mr. Horrrrerp. Well, is that done now? That is what we want. 
Is it done or are those actual requirements that you put on the spindle 
bought in the commercial market, notwithstanding inventories which 
have accrued in any one service? 
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General Cook. Well, in the medical procurement agency they at one 
time had all stock record « cocina of both the Army and ‘the Navy at 
the medical procurement agency, so they could tell at that point 
whether or not they had excesses in one service or the other that they 
could use to fill one service's shortage, for example. Is that still being 
done in the medical supply organization ¢ 

Colonel McCawtey. That is right; that has not been changed. 

(ieneral Coox. That was started out with that in mind because it 
was a small agency, small activity, and for that reason they could 
keep very close control of the stocks of the services at one point. 

I think, though, it is my opinion, that better control of inventories 

ithin the services themselves would make it less necessary to have 
some organization set up that would watch excesses in one service and 


- 


hortages in another service. 


INVENTORY CONTROL THROUGH STOCK FUNDS 


Mr. Batwan. Does anything exist today to make that possible ¢ 

General Coox. Yes; I think so. Stock funds, for example, would 
make that possible. 

Mr. Batwan. Are we talking about revolving funds—— 

General Cook. Yes. 

Mr. Batwan. Or stock funds? I mean are we just pricing inven- 
tories so we know what our levels are in dollar control, as well as item 
control, or are we talking about revolving funds? 

General Cook. Revolving funds. 

Mr. Batwan. Have you gone to monetary control of inventories? 

(;eneral Cook. We are going to monetary control of inventories, as 
well as I can control them. 

Mr. Batwan. Have there been some programs set up? 

General Cook. Oh, yes; we have the clothing stock fund. We are 
going into petroleum stock fund on July 1 this year and we expect to 
go into stock fund on medical supplies, also. 


[INVENTORY CONTROL IN THE ALAMEDA PROJECT 


Mr. Bauwan. At the Alameda experiment did the Air Force own a 
part of that supply in that consolidated warehouse? Did it feel it 
owned something, or was this a stock that was owned by the Govern- 
ment and administered through single service assignment by the 
Army ¢ 

General Cook. Well, since the Army buys and stores and distributes 
medical supplies for us, we felt that we owned a share in that, but there 
was no feeling that a certain part of this, that is, that we had a certain 
monetary interest 1n 1t. 

Mr. Batwan. Was there any difficulty occasioned in the experiment 
by the difficulties in handling inventories as between the Army and 
Air Force, on the one hand, and the Navy on the other? 

General Coox. No; I don’t recall that there were any difficulties. 

Do you know of any difficulties? 

Colonel McCawtey. No; there were none. 
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ADMINISTRATION OF CONTRACTS BY THE ARMED SERVICES MEDICAL 
PROCUREMENT AGENCY 


Mr. Batwan. In connection with procurement, in the Syracuse 
report on the joint procurement of medical and dental supplies it was 
brought out that the joint agency has no effective procedure for 
measuring the status of contracts with respect to deliveries. The 
single department procurement Is the same way. There seems to be 
no responsibility on the part of the procurer either to administer the 
contract or, on the part of the joint agency, to administer the contract, 
to determine whether the requirements are necessary? They just go 
on the spindle. 

General Cook. I can’t quite agree with that, Mr. Balwan, because 
the Air Force feels where it is acting as the purchasing agency for 
the Army or the Navy, we feel that we have a responsibilty to deliver 
to the Army and the Navy what they have asked us to buy for them. 
We are acting as their purchasing agent, and we have that definite 
feeling, and we follow up on their contracts just as we follow up on 
our own, and I believe that if that feeling is general that the purchas 
ing agent feels that they have no responsibility for getting those 
things, it is to a large measure ruinous. 

Mr. Batwayn. I know that in the Syracuse report it says that the 
agency has no effective procedure for mea suring the status of contracts 
with respect to deliveries. As a consequence, it is not able to initiate 
timely corrective action against delinquent suppliers. 

General Cook. That was on the medical procurement agency Q 

Mr. Batwan. The joint medical procurement agency. 

General Cook. That may have been, and that can be corrected. 

Mr. Bauwan. You have no idea whether it is being corrected / 

General Cook. I have no idea whether it is. 

Mr. Bauwan. Is the Air Force satisfied with the joint medical pro- 
curement agency in the way that the contracts are followed or 
administered ? 

General Coox. Yes. We have no reason for dissatisfaction. 

Mr. Batwan. I have no other questions, 

Mr. Rreniman. Mr. Poff, do you have any questions ? 

Mr. Porr. No. 

Mr. Rreniman. Mr. Ikard? 

Mr. Ikarp. No. 

Mr. Rreutman. Mr. Holifield? 

Mr. Hortrierp. No. 

Mr. Rrentman. Do you have any other questions? 


WHEN SHOULD THE AIR FORCE OPERATE A COMMON SUPPLY SYSTEM 


Mr. Bautwan. I believe I do. At the time the O'Mahoney amend 
ment was enacted and during the course of the Bonner subcommittee 
hearings, there was considerable discussion about the Air Force set 
ting up a separate supply service for common-use standard stock 
items. It is our understanding that the Secretary of Defense issued 
a regulation to forbid that. Could you explain how that came up and 
what the status of that is and whether it is true or not? 

General Coox. Well, there was a move on foot in the Air Force to 
further amplify the supply system. We have a supply system and 
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have had a supply system for 36 years, as I mentioned yesterday in 
my talk. 

There was a move on foot to amplify that supply system slightly 
to take care of the storage and distribution of the common items that 
the Air Force would use. That did not mean that they would be 
procured by the Air Force, but those things that were bought for the 
Air Force by the Navy or A rmy would be delivered to the Air Force. 
They would be stored by the Air Force and distributed by the Air 
Force. , 

One of the reasons for it was a feeling that the Air Force needed 
control of its supplies right down to the last carpet tack, and we 
don’t believe that. but we must have effective control over supplies 
at some level. 

Over in Europe, for example, additional supply storage space had 
to be built. and we felt that as long as it hs id to be built to large ly te ake 
care of Air Force requirements, particularly in France, that the Air 
Force should operate it. A decision was made, however, that that 
would not be done. and we are abiding by that decision. 

Now, there is one thing about the office of the Secretary of De- 
fense’s directive in that regard, a and he said that no addition: al supp rly 
activity would be undertaken or additional construction of Air Force 
su] ply facilities would be begun or initiated without permission of 
the Secretary of Defense, and he reserved the right— 

Mr. Batwan. What directive? Was that in 4000.8 or— 

General Cook. I have forgotten which directive it was in. Do you 
remember ? ; 

olonel McCawtery. 4000.8. 

General Cook. 4000.8, I guess it was. 

Colonel McCaw tery. Section K. 


(Zeneral Cook. Section K. And we are abiding by that, as we 
should. However, as I told you yesterday, we feel that there are 


certain cases in which it is mor efficient for the Air Force to operate 
the common supply system in certain areas, particularly where the Air 
Force is the only service in great numbers in that area. We think it 
would not be economical for the Army to put in an installation and 
build up overhead that the Air Force already has there and would 
have to have anyway. 

Mr. Riewiman. Well, that is in small quantities, I presume, of 
common-use items ¢ 

General Cook. No. sIr. 

Mr. RreuiMan. It would not be in large items? 

General Coox. No, sir. Most of the troops in England are Air 
Force troops. There are several thousand troops in England today. 
They must be supplied with clothing, food, and medical sup plies, all 
of these common-use items, and to set up an Army depot in England, 
with an Air Force administartive organization already there, I think 
would te very uneconomical. 

Mr. Batwan. In line with your statement yesterday where the 
dominant service takes over, I would like to read into the record 
section K of the 4000.8 Directive of Secretary of Defense Lovett. 
which states: 


effective on and after September 8, 1952, until modified by a directive issued 
hy the Secretary of Defense, and regardless of any prior interdepartmental 
agreements, and without the necessity of any implementing directive described 
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in paragraph IV 1, below, no additional independent or expanded supply 
facilities for common-use standard-stock items of supply shall be created without 
prior approval by the Secretary of Defense. 

Was it folt at the time that you received this directive that this 
was aimed at the Air Force? 

General Coox. I think that certain people in the Air Force could 
have felt that it was aimed at the Air Force because, as I understood 
it, all of the arguments over this came about as a result of the Air Force 
moving to take over the storage and distribution of common items, par- 

ticularly in Central Europe and France. 

Mr. Batwan. This, of course, meant that the Air Force or any 
department cannot do so without — approval by the Secretary of 


Defense. Have any prior approv: —_ r have any additional regula- 
tions, been issued since the directive came out, exempting you from 


this general content ¢ 

General Cook. I don’t know of any. We haven’t asked for any, 
as far as I know. 

Mr. Goipen. No. 

Colonel McCawtry. No. 

General Coox. I would like to mention again, 1 think you made the 
statement just a few moments ago that that applies to any service. 

Mr. Batwan. Yes, we understand that. 

General Coox. It applies to all 3 services. 

Mr. Batwan. In talking about the method by which you are trying 
to eliminate duplication in supply, where the Air Force or the Army 
or the Navy is the dominant service, it will handle supply ¢ 

In your statement of yesterday you said that in France, Germany 
Alaska, Japan, and Okinawa, each service has so much strength that it 
is more economical to use a system similar to that in the United 
States. 

In those areas the dominant service idea does not predominate for 
handling supplies? The 3 departments are handling their own sup- 
ply services today ? 

General Coox. Yes, within the limitations of storage space and 
people that they have. We do in France, for example—we use Army 
facilities for storage of some of our common-use supplies and we also 
store supplies for the Army in France, so—and under the theater 
commanders, the theater commanders are compelled by their direc- 
tives to, at least they have been directed to eliminate unnecessary 
duplication and overlapping. 

Mr. Batwan. Well, you realize that there probably are directives 
on that. Essentially, has there been any change since last year in 
the way supplies are handled in France, Germany, Alaska, Japan, and 
Okinawa? 

General Cook. No, I will answer that there has been no significant 
change. 

Mr. Batwan. I have no other questions. 

Mr. Rren_man. Mr. Poff? 

Mr. Porr. No. 

Mr. Rrenuman. Mr. Holifield ? 
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SURPLUS DISPOSAL 


Mr. Houirreitp. Would it be in order, Mr. Chairman, to go back to 
some of the testimony we had yesterday and question along the line 
of surplus disposal at this time ¢ 

Mr. Rreucman. It certainly would if you have some questions you 
would like to ask of the Ge neral. 

Mr. Houirre.p. General, I served on the surplus investigating com- 
mittee in the 80th Congress—— 

General Cook. Yes, sir. 

Mr. Houtrmip. And this is a problem that has long had the atten- 
tion of this committee—the dis sposal of surplus. I notice you have a 
section in your statement yesterday in regard to the disposal of 
surplus. 

General Cook. Yes, sir. 

Mr. Hourrtetp. What is your opinion of the present method of 
screening surplus and accumulating lists of surplus property, includ- 
ing working with GSA? What is your opinion of the efficiency of 
that program ¢ 

General Coox. Well, my opinion is that the program can be made 
more efficient. I believe that most of the procedures that are in effect 
today are necessary procedures in order to make sure that we are not 
wasting something that could be used, but I do believe that there are 
certain procedures that can be made concurrent or they can be speeded 
up so that we get faster action. 

Mr. Howirtecp. You have to go through these procedures, I realize, 
because of existing law ? 

General Coox. Yes, sir. 

Mr. Howirrevp. But is it not true that they are very cumbersome, 
and is it not true that there is an attitude of, well, let us say, a lack 
of enthusiasm on the part of the owning agencies to screen this ma- 
terial and declare it excess because of that cumbersome method of 
eliminating surplus? 

General Coox. Well, I wouldn’t say there was a lack of enthusiasm. 
We have a great deal of enthusiasm in the Air Force for getting rid 
of material that we don’t need or can’t use. I would say it is kind of 
frustrating at times. 

Mr. Hourrievp. Yes. Well, conceding that you want to do this 
lebiecaene 

General Coox. Yes, sir. 

Mr. Houirretp. And I do concede that. The method which you 
have to use at the present time is a method which is, as you say, 
frustrating. 

Now, your branch of the service is, in my opinion, going to be the 
branch which will accumulate most of the surplus property if for no 


other reason than the fact that obsolescence in aircraft is your great 
problem. 


General Coox. Yes, sir. 

Mr. Hortrievp. It is our great problem as a Nation, in fact. How- 
ever, has your department done anything to try to evolve a better 
system of ‘disy osal? Have you developed any p lans or anything, or 
are you just Donia this frustrating condition to exist without actu- 
ally putting people to work planning for a better method ? 
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General Cook. No; we actually have been working every way we 
possibly can to speed it up and improve it. I might ask 

Mr. Golden has been involved in the details of some of that. 

Mr. Gotpen. Well, generally, I think you are familiar with the 
latest techniques that the three departments are going to start using 
very shortly. 

Mr. Houitrreip. Well, I may not be familiar with it, sir. 

Mr. Gotpren. Well, we all believe that the time for disposal action 
is much too long and that creates problems of warehousing and keep- 

- ing records of obsolete and useless material, that we are all trying to 
avoid. 

Now, you are probably also aware of the fact that the 3 services 
utilize the Navy, the Surplus Materials Division of the Navy, to ac- 

. tually consolic late all excesses that the 3 de — nts report, and 
they, the Surplus Materials Division of the N avy, consolidate that 
information and really initiate within the Department of Defense the 
disposal action. 

Now, that system is working pretty well, but this new technique that 
we are going into within the next few months is going to help con- 
siderably. It has these very good features: 

In the first place, it breaks down the property into 2 major clas- 
sifications; 1 is called, I believe, the P category. That is the high 
utilization, high dollar value item, the item that you can realize 
something from, that is useful. The other category I believe they call 
the Q category, and that is low value and hardly useful, based upon 
our experience, 

One way they are going to speed up the disposal action is to take 
the low-doll: ir-value item, the so-called useless item, and have con- 
current screening by GSA and the other agencies of the Government, 
as well as your military departments, all screening concurrently in the 
area, the region where the excess property is located. In other words, 
it will not be screened throughout the whole geographical United 
States. That has taken the time: The reporting out and reporting in 
of the need for that property within the total government. The con- 
current screening and the limiting of the screening to the geograph- 
ical region where the property is located, is going to help consider- 
ably, in our mind. 

Now, on the high-dollar-value items that we can realize a return 
from, if we dispose of it, or which may be useful to some agency of 
the Government, we are also introducing something there that I think 
has great possibilities. That procedure calls for something like this: 

Each department will prepare a list of selective control points which 
can use certain types of items that are repetitively declared surplus or 
excess to the military. When a particular item is declared excess in 
one department it will be reported to those limited selected control 
points that normally may have use within the Department of Defense 
for that particul: wr kind of item. 

That in itself will limit screening to known potential users within 
the military departments. They set a time limit within the military 
departments within which we must say we have a use for that excess 

item. If nobody within the department has use for it, it is then de- 

clared to GSA, General Services Administration. 
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Now, GSA then determines whether other civilian agencies of the 
Government have need for the excess property of a military depart- 
ment. 

We think that can be improved. We think that, one, there should 
be a time limit within which GSA should act in terms of finding out 
whether other civilian agencies need the stuff, because until they do 
that we cannot dispose of i it. 

Secondly, we are inclined to believe that, since you are dealing with 
selected control points with these high-dollar-v value items, there is no 
reason why our screening in the military and screening in GSA should 
not be concurrent. That again will cut down consider: ably the long 
time for disposal action. 

Mr. Hotirreip. Now, at the conclusion of that screening, as I under- 
stand it, while GSA was set up by law to do the job of disposing, they 
were also given the privilege of directing the owning agency to do 
the actual job of disposal. 

Mr. Gotpen. That is right. 

Mr. Houtrrevp. I realize they had to do that because of a lack of 
organiaztion and lack of funds to do the job, but isn’t that a weakness 
in the system, that the defense agencies themselves are called upon 
to, in effect, do a job of merchandising? Their primary purpose is 
the defense of the Nation, and therefore the utilization of this ma- 
terial for defense purposes. 

Now, when they are directed by GSA to do this job of putting 
the surplus property back into the channels of the civilian economy, it 
gives to them the job of actually merchandising, a job in which they 
are not primarily interested. If the material is useless for the pri- 
mary purpose of defense the services want to get rid of it, they want 
the space in the warehouse for new material, and so forth; so with 
all due respect to them—and I can understand this—their primary 
objective is not obtaining a dollar value for the Government, but is 
getting rid of the material. Neither do they have the commercial 
contacts and distribution facilities, and so forth, to get rid of this 
material like a commercial merchandising firm would have. 

I notice in the testimony yesterday that the recovery was 7 cents on 
the dollar. Now, I assume that that is a gross recovery? I assume 
that the expenses of selling that material were not deducted from that 
7 cents so, as a matter of fact, you have a condition there where even 
the disposal of this property represents a loss to the Government, if 
you take the cost of disposing of it and considering the acquisition 
cost as your original departure point. 

Mr. Gotnen. Well, No. 1, I don’t know what that 7-cent figure was. 
It must have come up on some previous hearing, but on the sale of 
salvage and scrap we are allowed to set off the cost ef acquisition up to 
a certain amount. 

I think what you are referring to is something the Air Force threw 
on the table here a year ago in terms of how to redivert materials that 
have accumulated in contractors’ plans back in areas where they were 
needed rather than selling them in the usual manner, with the re- 
sultant loss to the defense effort. 

Mr. Houirtrecp. No, I am not referring to that. That is a further 
point of utilization. That is a method of which I heartily approve. 
[ am talking about when you reach the point where that material has 
to be sold not to other using agencies in the Government but to the 
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general public, has to be disposed of either in the form of usable 
surplus in the civilian economy or usable scrap in the civilian econ- 
omy. It is at that point that I can see coming up, with possibly 
$50 billion in inventory and with the rate of obsolescence growing as 
fast as it is, and with the fact that you have not really been in the 
job of surplus disposal because the Korean situation has been more 
or less of a check on any kind of disposal, it seems to me you are 
going to be inundated with billion of dollars worth of surplus. It 
looks to me like we are going to be faced very shortly with a problem, 
particularly if peace ful times should come, almost as great as we had 
after World War II, in getting rid of surplus. I am wondering if there 
is enough thought being given to this problem in relation to the im 
portance of it, because you are accumulating billions of dollars worth 
of materials in these warehouses which freezes warehouse space and 
every day it is worth less on the commercial market. Certainly you 
don’t want to go into the job of merchandising; none of the defense 
agencies want that job. It seems to me that it is clearly in order 
that some type of a commercial disposal plan be evolved. 

I don’t want to see another War Assets Administration with 60,000 
employees doing the job of merchandising for the Government. I 
don’t want to see the defense departments going into the merchan- 
dising. It seems to me that private enterprise could be brought into 
the job in some way. 

I know we had experience during the war with the agency type of 
disposal as well as the spot sales and the option sales and negotiating 
ie and all that sort of thing, and I realize you have a very tricky 
subject there, too, to solve, but if there has been any concrete thinking 
on this, any coordinated thinking between the branches of the service 
and any actual plans put down on paper, I am sure this committee 
would like to have the results of that. 

Could I have any knowledge on that point? Have there been plans 
evolved which have been agreed upon by the three branches of the 
services for this tremendous problem ? 

Mr. Goupen. I can say this: There have been no plans evolved 
looking to this huge disposal problem that may come to us some day. 
Up to now, we have within the services been able to handle such dis 
posal actions as we have had and, as I said a moment ago, we handle 
it through a particular agency; but each of us has been able to handle 
the accumulation, each military department has been able to handle 
the accumulation so far. 

Mr. Hotirievp. That is only because you have not really screened 
your stocks. You have been in the condition of stalemate because 
of the Korean order. 

Mr. Goupen. That is true. I think you have a point in terms of 
how large is this operation going to get, and as far as the Air Force 
is concerned, we know of no concerted study that has looked to the 
day when we have the situation that confronted us after the last war. 
We have not visualized the mounting piles of excess property disposal 
and the general public opinion to get this stuff out of factories, ware- 
houses and so forth. 

Mr. Ikarv. Mr. Golden, do you have any idea of how your rate of 
disposal compares with the rate of obsolescence? Are you pretty 
well keeping up at this point or are you accumulating a lot of items 
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that either are now or shortly will be obsolete? I can understand 
how you might be changing a lot of those on account of the present 
Korean Situation, and I just wondered if- 


PROJECT SPRING CLEANING 


Mr. Goupen. I don’t have any comparative rates, but I do know this, 
that notwithstanding the Korean situation we have in the last 6 
months instituted a program that we call Project Spring Cleaning, and 
that is producing results. 

For example, aS you know, when we became a separate military 
department we had equities in stocks that existed in Army ware- 
houses, cannes from old potbellied stoves to technical items, and 
within the last 6 months, for example, we have re — to the Army, 
the various technical services of the Army that held our equities in 
these stocks, over 55,000 line items that we consider we have no need 
for. 

We took as a rule of thumb items that showed no activity within 
z ee for the past 2 years, and if they did not, we reported them to 

Army for disposal. They were lying in Army warehouses. 

‘We are now refining on this project, so that we are going to look 
at those items which have had some activity within 2 years but which 
rate of activity is very low. We will consider those for disposal. 

We think one of the primary objectives we have is to avoid con- 
struction of warehouses, and we think that one of the ways we have 
at our own disposal to accomplish that is to clean out some of this 
old stuff we have been holding as a result of the Korean situation. 

At one time, as you said, we were directed to hold up on disposal. 

Mr. Ixarp. Wouldn’t the severity of the problem of this disposal 
that Mr. Holifield has been inquiring into be eased somewhat if you 
could work out a system somewhat as you outlined to bring about an 

rderly disposal of obsolete items rather than coming to the end of 
the period and just cleaning out the works, so to speak, as you did 
after World War II? 

Mr. Goipen. We do have sales continually; in other words, we do 
not accumulate. 

Mr. Ixarp. I know that. 

Mr. Gotpen. This happened to be a supreme effort which we were 
making because—— 

Mr. Ixarp. I just wondered as to how your disposal program com- 
pared with the building up, on the other hand, of your obsolete items 
where they were pretty well balanced ? 

Mr. Gorpen. I don’t have any figures, but perhaps General Cook 

r Colonel McCawley may. 

ie neral Cook. This year we estimate $280 million—this is a rough 
estimate—to be the acquisition value of material, and I cannot give 
you any figures on return. 

Mr. Houtrrevp. Of course, if I may break in there, Mr. Ikard—— 

Mr. Ikarp. Yes. 

Mr. Houirrevp. That is infinitesimal in relation to the amount of 

bsolete material you have now in your warehouses. Now, we had 
testimony yesterday in executive session, which I don’t intend to make 
public at this time, but it is here available for you gentlemen to look 
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at, of course, and the committee is aware of it. The impact of the 
testimony was that this thing is of tremendous importance dollarwise. 
It runs into many billions of dollars, and with the present process of 
screening and disposal that you have you are not even touching it 
and this thing is snowballing on you, and it would seem to me that in 
the interest of maximum recovery for the taxpayer and orderly inte- 
gration into the domestic economy, this would be a subject of impor 
tance next to your defense procurement obligation responsibility. 
Certainly taxwise for the taxpayer it is a tremendous problem and, 
*. Chairman, I would say this much, that I think this is a problem 


M 


where a tremendous savings to the taxpayer can be made if we plan 


in advance and get something that will stand up against criticism, 
and I realize how hard it is because all sorts of favoritism and graft 
and corruption and everything else can be brought into this program as 
it was in the past, many instances of which we have uncovered 
I will that of the graft that we uncovered it was as nothing to the 


incompetence in disposal that had occurred, the selling of materials 
which the War Assets Admiunistrat on did not even know they were 


selling nor what it was worth, and, therefore, the Government ln many 
instances was defrauded of a recovery on which, had experts beet 


doing the job, we would have recovered many more cents on the dollar 
for the taxpayer than we did recover. 





I im thi cing of the disposal of SOTLE S27 billior worth of mater al 
which was the job of the War Assets Administration, right afte 
World War II, and my estimate now is that you are rapidly approach 
ino that fleur in obsolete materials in vour warehouses today 

General Cook. That is, the three si rvices combined ? 


Mr. Houirrmevp. Yes; I am not referring just to your own service 
Hoy ever, 1n your Air Force you are accumulating a tremendous 
amount be ause of the obsolescence factor which is more ipp! cable 
to your aircratt and component parts, a1 d all that sort of thine, thar 
it is in some of the other services. 

Mr. Ixarp. The very nature of your operation is a more serio 
problem. 

er neral Cov K. That is right. We knc Ww thi Is extreme ly im} ortant, 
and we certainly will follow your advice in directing more attentior 
to this subject. 

Mr. Honirertp. Could we have a written report, Mr. Chairman, o 


1 l 9 


what you have done to date on this / 

General Cook. Yes, sir. 

Mr. Houtrtecp. An outline of your procedure and an outline giving 
us consid red estimates as to the amount of obsolete materials that you 
have at this time, and also the rate of your disposal at this time, and 
suggestions. 

(The information requested follows :) 


Arr Force Program For DISPOSAL OF SURPLUS PROPERTY 


A. Outline of disposal procedu 


1. Discussed below, in outline form, is the procedure employed by the Air Force 
in the disposal of excess and surplus property The basic authority for disposal 
is covered in Publie Law 152, as amended, as implemented by the General Services 
Administration. Air Force procedures are explained in intimate detail in Air 
Force Manual 67-1, an extract copy of which is attached as Tab M 

(a) Air Force excess falls into two general categories: Nonreportable and 
reportable 
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(b) Nor reportable 
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parts provisioning procedures to be used. In 1948 case 30 was written, which 
was a joint Air Force and Navy approved procedure. Case 30 applied only to 
airframes. 

(b) In January 1950 the Munitions Board requested that case 30 be broadened 
to include all commodity areas, and thus on the 28th of February 1950 the first 
draft of case 55 was written. 

(c) After many conferences with industry and between the services to settle 
differences, the fourth formal revision of case 55, dated January 9, 1952, was 
ipproved as to procedures by the Munitions Board Aircraft Subcommittee on 
Supply and Maintenance. It was then forwarded to the Armed Services Pro- 





curem¢ tegulations Committee for editing and legal approval. Many minor 
changes were introduced, both by the industry and the military services. Con- 
sequently, a formally approved Defense Department regulation has not yet been 
issued Hlowever, eu tury services have included practically all of the pro- 
visions of case 55 in separate ons governing spares provisioning and 


are operating under those provisi 
(d) The only major difference 
amount of reliance to be placed in the contractor in establishing the quantity 





remains to be resolved is that of the 


of spares to be released for productior The Navy (under Navy regulations) 
uses the same system that essentially has been in effect for years After a 
contract is signed, the contractor submits a proposed spare-parts list After 


Navy approval the list is incorporated into the contract, and the contractor pro- 
ceeds with fabrication of spares. The Air Force has been operat 
own regulation (MCP 71-649) which allows the contractor to rel 
time spare parts for production as soon as the contract is written. Under this 
procedure the Air Force takes advantage of the contractor’s know-how based 
on his great experience in the field We expect our contractors to use their best 
judgment in deciding what spares should be released to production concurrently 
with the end item, and we incorporate all available information which will 
help them to make accurate decisions into the basic contract. Such information 
relative to the planned program includes length of time for which support is to 
be procured, programed flying hours, intended use, and overhaul programs. 
The receipt of this information enables the contractor to reflect latest USAF 
thinking, as well as his own experience, in his initial spare-parts forecast. Then, 
not Jater than 21 days after that production rele: , the contractor must submit 
a list of these long-lead-time items for Air Force approval. Only the long-lead- 


time items are allowed to be released for produ tion This procedure is obvi- 
] 








ously also used only for the initial contract since follow-on contracts would be 
covered by previous spare parts determinations. The bulk of spares are pro- 
visioned in the same manner as used by the Navy. 

(e) Any changes in spare parts that are caused by Air Force disapproval of 
the long-lead-time spares list are covered either by amendment to the contract 
or termination as required. The regulation MCP 71-649 which is designed to 
be included by reference in the contract provides as follows: “The contractor 
shall make every effort to use those items and quantities of spare parts and/or 
material therefore, deleted from the interim release by subsequent provisioning 
action without cost to the Government by diverting to the extent practicable, 
such material to production or other uses.” The period of 21 days allowed to 
the contractor is not long enough for a large amount of fabrication to take place 
and, therefore, the amount of money that would be lost due to disagreement on 
spares cannot be large. On the other hand, this time gained in contracting for 
materials for spares allows the contractor to combine the materials require- 
ments and subcontracting for long-lead-time spares with that of the basie 
equipment to some extent. This greatly increases the ability of the contractor 
to deliver spares concurrently with the basic equipment and thus insure main- 
tenance ability in the field. 

(f) Any tendency that might exist on the part of a ctor to pad the 
number of spares can be controlled by his knowledge that he has only 21 days 


¢ 





in which to make : mplete purchase. Also he knows that such an obvious act 
of bad faith would put him in a bad position competitively. The Air Force 
and the contractor must agree on prices and ite to he ir wed in the formal 
spare-parts exhibit to the contract Otherwise a “dispute” exists and must be 
handled in accordance with the contract clause entitled “Disnutes.’ The con- 
tractor is required to use those items and quantities of spare parts deleted from 


the order by diverting, to the maximum extent possible, such items and quan- 
tities of spare parts to production or other uses 
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7. The Air Force has expanded its local purchase authority to include a larger 
range of items. This procedure provides for obtaining only immediate require- 
ments for many additional items at base level from the local trade area. We 
have thus elfectively eliminated pipeline and lead time requirements on a new 
range of items, as well as reducing central storage and distribution facilities, 
by y th i l ] tion systell 
D. Rate of dis] 

1. The Air Fores ( rent isposing of 25,000 gross tons of excess, includ 
ing scrap, salvage, and is terial, per month 

2. Copies of USAF dispos clivity reports are enclosed as tab E. 

E. Pub Law 152 

1. The Air Force finds Pub L. 152 adequate in its present form. No 

cl g | ay of les ition » required. We re ni and subseribe to the 

I and in the Our present acquisiti from other agencies, as a 
result of the basie reu n provisions of the law, have permitted the Air 
Force to acquire S21 1 ( 1 proper from other Federal activities with con- 
slde! ' ne i | ( 


I think we must have change ! Publ Cc Law lov in order to do this 


job and do it richt. and ] think the Congress would be interested in 
some suggestiol ; from the opel iting level as to how the prese nt legis- 
lative barriers that cause you to go through this cumbersome arrange 
ment could be removed. — 


General Cook. There are some things in operating details that I 
think we should avoid as much as possible, and that is packaging and 
handling and shipping materials around the country as they were 
done after World War II. ‘That was extremely ineflicient and ex- 
tremely wasteful, in my opinion. I think in any procedure that is 
possible, sales should be made. 

Mr. Hortrieip. If a proper plan of private enterprise disposal could 
be evolved where they would take over this material which was 
and declared surplus at the warehouse so that you would be 
relieved of the job of crating, packaging, delivery, and so forth, and 
it was done under proper precautions so that the Government would 
be protected at all points, it would relieve you of a great burden which 
Is upon you now and which, as I understand from talking to your 
people yo don’t want. 

General Co \. Tha 

Mr. Houirieirp. You want to get about the job for which the Air 
Force is set up to do and you Gago not waht to get into a widespread 
merchandising business, but under the present setup you are going 
to have to get into merchandisinge—— 

General Cook. That is right. 

Mr. Honirievp. As this obsolete accumulation increases. So, unless 
you evolve a plan to get out of that, you and the other branches of the 


set up. as 


screener 


1 


service are going to have toc nduct ahnuge mer handising operation. 
The General Services Administration was given the surplus disposal 
responsibilities of the old War Assets Administration, but it was not 
permitted to set up an organization to do this 1ob. ] remember one 
time they had 60,000 people employed in the War Assets Administra- 
tion, and most of them were not experts, I might add, in merchan- 
dising. 

Mr. Rreneman. I think you have brought up a very important 
point. 

Mr. Ixarp. Mr. Chairman, if I might ask the General. in the report 
that you are going to furnish, would you include, sir, some statement 
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about this matter of screening for obsolescence? In other words, the 
other side of the picture as to what you are doing to avoid a tre- 
mendous buildup of obsolete items is important. 

Mr. Porr. Mr. Chairman. 

Mr. Rienitman. Yes, Mr. Poff. 

i [r. Poi F’. General ¢ ook, would you feel that the tel dency of the 
services to hoard material during the fat appropriation years against 
the lean appropriation years probably contributes to the excess surplus 
property a ad maybe the l e-Sservice procurel t policy, be 1use 
of its inability to check on the inventory level and turnover of the 
using departm«¢ nt, Tac litates that hoarding ? 

General Coox. Well. I cannot er it for the other two serv- 


ices, Congressman Pot!, but tl Lin Fores » short of storage, ade- 
quate torage pace 1 o| he 1 lc Wwe re hu Ine every Way, 
earching in every way possible for mea »f wetting more storage 
pace, and o1 » of those means is to dispo » of the things that we don’t 
need, so if there is any hoarding going on in e Air Force today I 
certainly don’t know about it. and it 

Mr. Porr. I did no intend to inf I there was any hoardi x in the 
Air Force itself, but don’t you think it is possible that because one 
service cannot check on the inventory level of the ing service that 


facilitates the process of h irding ¢ 

General Cook. No, sir: I don’t believe it does 

Mr. Porr. You don’t think so? 

General Coox. No, sir: I don’t believe it does. 

Mr. Batwan. I have some questions. 

Mr. RrenH_man. Yes, sir. 

Mr. Batwan. Mr. Golden. vou or General Cook mentioned Project 
Spring Cleaning. Could vou give us the directiy that initiat 
that, plus the progress re 

Mr. Gotpen. Yes. I 
initiated project, and I will furnish vou with the initial documents 
that started that project , 


(Dor uments above referrt d to are as f llows:) 


1. The directive letter initiating ] ject “Spring Clean” dated May 13, 1952 


the revised rentention criteri 1 tl applicabt Air Materiel Command Regu 
lations 67-10 and 67-11 are enclosed as tab A 
2. Implementation of project “Spring Clean” provides for the disposal of all 





USAF personal property which cannot be possibly used, for technical reasons, 
to fulfill any known or anticipated requirement For this purpose, technical 
reasons include: 

(a) Items operationally unsafe. 

(b) Obsolete under paragraph 4e of AFR 80-6 (tab B) 

(c) Ina state of obsolescence per paragraph 1.5, part I, AFM 67-1, as follows: 
The decrease in utility of tangible personal property due to causes such as 


economic, so ial, technol 2 eal, or statut ry change 





(d@) Uneconomically reparable within the meaning of applicable technical 


orders and/or directives for the category of property volved 
(e) Administratively condemned pe FR 66-19 (tab C). 
3. A progress report on project “Spring Clean” as of April 30, 1953, is attached 
as tab D. It is pointed out that thes gures represent screening action only 
and not actual disposal actions The property listed as dollar value has been 
nominated for disposal action and usual disposal procedures are in effect. 
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DEPARTMENT OF THE AIR FORCE, 
HEADQUARTERS UNITED STATES AIR FORCE, 
Washington 25, D. C., May 13, 1952. 
AFMSS-PC-3. 
Subject : Disposal of excess personal property. 
To: Commanding General, Air Materiel Command, Wright-Patterson Air Force 
Base, Ohio. 

1. Attached USAF policy for excess declaration of personal property, approved 
by the Under Secretary of the Air Force on May 9, 1952, is forwarded for your 
immediate implementation 

2 Action taken to dispose of USAF assets as a result of adoption of the 
attached policy is to be on a well-controlled basis to prevent any possible criti- 
cism of the Air Force, either from “hoarding” or “over disposal.’”’ Any disposal 
policy must of necessity depend upon the use of good, common sense by people 
at depot level to insure results and preclude criticism. In this connection, atten 
tion is invited to recent discussions between Brigadier General Parker, Head- 
quarters, AMC, and the undersigned, wherein assurance was given that Head- 
quarters, AMC, can and will brief depot commanders of the gravity of this 
situation and require “high level” supervision of the disposal program 

3. The Under Secretary of the Air Force has placed certain reporting require- 
ments on this directorate regarding the implementation of this program. Details 
required and reports control syinbol will be forwarded by separate correspond- 
ence. 

4. In accordance with paragraph 9, AFR 205-25, the nickname “Spring Clean” 
has been assigned to this project 

By command of the Chief of Staff: 

ALFRED A. KESSLER, Jr., 
VWaior General. USAF, Director, Supply and Services Office, 
Deputy Chicf of Staff, Materiel. 


(Nort This policy was approved by the Under Secretary of the Air Force 
May 9, 1952.) 


USAF Potrcy ror Excess DECLARATION OF PERSONAL PROPERTY 


1. USAF personal property will be declared excess under conditions as in- 
dicated below. Programed requirements will be considered as those quantities 
of supplies and equipment required to afford complete support for all USAF, 
civilian component, and MDAP operating and/or, if applicable, mobilization 
programs: 

(a) Aeronautical equipment requirements, including engines, peculiar to air- 
eraft for whi retirement dates have been established, will be computed on the 
basis of full life-of-type support (plus 20 percent for contingencies) for all active 
inventory aircraft and those storage aircraft earmarked as war reserve. Such 
support will be computed for the active inventory and the war reserve aircraft 





(1) Active inventory aircraft: Wartime utilization rates established in cur- 
rent war planning studies and peacetime attrition rates cited in AFL 150-10 
will be applied to the total active aireraft inventory existing at the end of the 
current ‘al year, as announced in current operating programs, to develop 
the programed support for the active aircraft inventory through the point of 
retirement 

(2) Storage aircraft: Wartime utilization and attrition rates, as reflected in 
u anning studies, will be applied to those aircraft which are ear- 
marked in storage as war reserve aircraft to develop the peak programed sup- 
port requirement of those aircraft through the point of retirement. 











} 


(b) Aeronautical equipment requirements, including engines, peculiar to World 
War II type aircraft for which retirement dates have not been established, will 
be computed as follows: 

(1) Active aircraft, including those aircraft scheduled for removal from 
storage under existing programs, will have requirements for retention purposes 
computed against the current annual issue requirement, based on present fiscal 
year operating program, times 5 years. 

(2) Storage aircraft earmarked as war reserve with a combat commitment will 
be computed to support the peak aircraft assignment at maximum utilization 
rates as provided in current war planning studies. 








a 
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(3) Disposal action may be taken on quantities in excess of these require 
ments in 1b (1) and (2) above where there is no other known or anticipated 
requirement. 

(c) No excess declarations will be made on any item of supply or equip- 
ment having application to programed aircraft for which retirement dates have 
not been established other than those applying to Warld War II-type aircraft 
as provided in 1b above. 

(d) Military-type items (other than aeronautical). Excess declarations will 
be limited to: 

(1) Items having application to aircraft for which retirement dates have 
been established in accordance with la above. 

(2) Items having applicaion to World War IlI-type aircraft in accordance 
with paragraph 1b above 

(3) Items without application to aireraft, but which are of World War II 
type, and which have modernized or new replacement equipment programed 
and entering the system. Disposal action may be taken on quantities of such 
World War Il-type equipment which, when considered with that quantity of 
the replacement item which is available, exceeds total mobilization require- 
ments Inventories may be reduced on old-type equipment as compensating 
deliveries from procurement make the new-type item available provided there 
is no other known or anticipated requirement. 

(e) Commercial-type items—Commercial items having a storage life of less 
than 3 years will be declared excess if quantities on hand exceed 150 percent of 
the computed annual requirement for the item under mobilization programs 
times the storage life of the item. Additionally those commercial-type items 
for which no issues have been reported for a period in excess of 3 years may be 
declared as excess provided there is no other known or anticipated require 
ment 


AMC REGULATION 
No. 67-10 
HEADQUARTERS, AIR MATERIEL COMMAND 
WRIGHT-PATTERSON AIR FORCE BASE 
JUNE 238, 1952 


SUPPLY 
PROCESSING CERTAIN ITEMS TO F CONTRA ORS 


1. Purpose.—The purpose of this Regulation is to prescribe procedures an¢ 
define the respo sibilities for processing items that can be furnished to and 
utilized by manfacturers on complete articles (i. e., aircraft, engines, and ele¢ 
tronic equipment) currently in production for the Al 

2. Scope.—The provisions of this Regulation are applicable to the Directorate 
of Supply and Services, and Procurement Division (MCPP), Directorate of 
Procurement and Production, Hq AMC; AMC prime depots; and air p . 
ment districts 

3. Definitions.—For the purposes of this Regulation the following definitions 
will apply: 

(a) “Common Item” is an item which is incorporated in the production o 
more than one manufacturer’s article or articles in current production 

(b) “Peculiar Item” is an item having application to only one manufacturer’s 
equipment or article in current production 

4. Responsibilities 

(a) The De] utv for Programs and Requirement (MCSR), Directorate of 
Supply and Services, Hq AMC, will prepare | disseminate criteria to the 
controlling property classes at Hq AMC or to the appropriate AMC prime depot 
upon their decentralization. The criteria will be used in determining which 
items of supply are in “an excess stock position” and will be reviewed and 
amended from time to time as necessary 

(b) The controlling property classes, located at Hq AMC or at the AMC prime 
depots, will research all items in their active classes against the established 
criteria to determine which items and what quantities can be included on ar 
“excess stock position” list. The listing will be prepared semiannually immed- 
iately upon receipt of the Stock Balance and Consumption Report A form 
will not be designed for this purpose. 
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(5) Upon receipt of notice of availability, will negotiate or issue the neces 
sary documents to furnish such property. 

(6) Furnish one copy of the contractual documents to the controlling 
property class at Hq AMC or at the AMC prime depot, as appropriate, with 
complete shipping instructions (see par. 4c (4) and (5) above). 

5. Disposition of records.—All lists and related documents created as a result 
of this Regulation will be destroyed when purpose has been served, not to ex 
ceed one year (authority: par. 47.1, Part I, AFM 151-5). 

By command of Lieutenant General Rawlings: 

W. B. RItey, IJr., 
Colonel, USAF, Air Adjutant General 
Official : 
W. B. RILEY, Jr., 
Colonel, USAF, Air Adjutant General 


Disposition: A. 


AMC Regulation 

No. 67-11 
Headquarters, Air Materiel Command 
Wright-Patterson Air Force Base 
October 9, 1952. 


SUPPLY 
DETERMINATION AND PROCESSING OF EXCESS PERSONAL PROPERTY 


1. Purpose.—The purpose of this regulation is to establish the policy and 
criteria under which USAF personal property can be determined excess, assign 
the responsibility for the determination of excesses, and prescribe procedures 
in processing such property. 

. SCOpe 

(a) The provisions of this regulation are applicable to the Directorate of 
Supply and Services, Hq. AMC, and to supply activities at AMC depots and bases 

(b) This regulations is not applicable to USAF personal property which is to 
be disposed of for replacement purposes under section 201C, Public Law 152, 
81st Congress, Ist session (JAAF Bulletin No. 18, August 1949). 

(c) This regulation is not applicable to AF Stock Fund items. 

3. Definitions.—For the purpose of this regulation, the terms listed below will 
have the following meanings. 

(a) “Personal Property” is all property (e. g., equipment, supplies, books 
subsistence, etc), except real property, acquired by the AF including: property in 
transit in Government conveyances or common ¢arriers; property in storage for 
stock or disposal; property undergoing maintenance, repair, modification, or 
service test; property installed in or on aircraft or equipment; and property 
acqtiired by donation or any other method, whether or not recorded in stock 
record accounts. 

(b) “Commercial Type Items” are those end items or components of end 
items that have like utilization outside the Department of Defense. 

(c) “Military Type Items” are those end items or components of end items 
based on military specifications, whose utilization is confined within the Depart 
ment of Defense. 

(d) “USAF Excess” is any personal property under the control of the USAF 
which is not required for its needs and the discharge of its responsibilities, as 
determined by Hq AMC or the appropriate prime depots under the decentraliza 
tion program 

(e) “Technical reasons for determination as excess” includes the determina 
tion and authorization of property as excess when affected items are in any one 
of the following categories: 

(1) Operationally unsafe as indicated by applicable T. O.’s processed 
U. R.’s, or other directives. 
(2) Obsolete within the meaning of par. 4c, AFR S0-6. 
(3) In a state of obsolescence within the meaning of par. 1.5, Part I 
AFM 67-1. 
(4) Coded “27” in applicable stock catalogs. 
(5) Determined USAF excess in accordance with procedures established 
in par. 165, Part I, AFM 67-1. 
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(6) Condition condemned in accordance with AFR 66-19. 

(7) In the custody of the AF but controlled by another military depart- 
ment or service, when so directed by the controlling department or service. 

4. General. 

(a) Personal property will neither be hoarded in the absence of or beyond 
requirements nor declared excess when known or potential requirements exist. 
Therefore, it is necessary that excesses developed on the basis of mathematical 
formulae and arithmetic calculations must be tempered by and subjected to the 
sound judgment of the property class supervisor, and that all decisions be 
subjected to higher level supervision and review. 

(b) Retention quantities of personal property are those quantities of supplies 
and equipment required to afford complete support for the USAF, Air Reserve, 
National Guard, ROTC, Department of the Army, and MDAP operating, and, if 
applicable, mobilization programs. Those quantities of items in excess of all 
computed and known requirements will be processed for disposal in accordance 
with current operating procedures and the instructions herein. 

(c) The policies, conditions, and criteria set forth herein also apply to Depart- 
ment of Army purchased items utilized within the USAF and the retention quan- 
tities of such property will be developed accordingly. 

(d) Stock record cards and stock balance reports will be continuously surveyed 
for excess quantities and such excesses will be promptly processed in accordance 
with the procedures outlined below. 

5. Responsibilities.— 

(a) The Directorate of Supply and Services, Hq AMC, is responsible for: 

(1) The preparation and dissemination of specific programs, specific com- 
puting instructions, and guidance for computing programed requirements, 
i. e., retention quantities, in accordance with the criteria and policies set 
forth herein. 

(2) The computation of requirements and determination of retention 
quantities for those classes of property not decentralized. 

(3) The monitorship of the operations directed herein, furnishing tech- 
nical assistance as required, and the coordination of the efforts of all AMC 
components to insure the proper computation of programed requirements, 
the determination of any excesses, and the prompt processing of property 
determined to be excess. 

(4) Prescribing, consolidating, and analyzing reports required to record 
the accomplishments of excess personal property programs. 

(b) The directorates of supply and services at AMC depots, for those supply 
lasses that the depots have prime supply responsibility under the decentraliza- 
on program, are responsible for: 

(1) Computing the program requirements and determining the retention 
quantities. Requirements will be computed in accordance with program data 
and detailed computation procedures furnished by Hq AMC. 

(2) Determining and processing excess property in accordance with pars. 
6 and 7 below. 

(3) Determining the practicability and extent of adapting excess items 
for other than intended use and effect necessary interdepot, interclass, and 
interdirectorate coordination. 

(4) Determining the practicability and extent of reclamation action on 
excess items and effecting necessary interclass, interdepot, and interdirecto- 
rate coordination to insure that excess assemblies or components embodying 
required or critical common use parts or components are reclaimed. Arrang- 
ing necessary maintenance projects to effect such reclamation or advising a 
holding activity for those items to be reclaimed. 

(5) Initiating requests to catalog as symbol 27 those items that require- 
ments computations indicate the total quantities to be excess, or to catalog 
as “ACTIVE” on AMC Form 132, “Supply Catalog Data Transmittal Form,” 
those items cataloged as “27” which may be required or adapted for other 
use 

(6) The designation of a qualified project monitor to insure the timely 
accomplishment of the responsibilities set forth above. 

6. The determination of USAF excess: 

(a) USAF personal property will only be determined excess as a result of 
requirements computations or for technical reasons. No determination of excess 


will be made on any item that applies to programmed aircraft for which retire- 
ment dates have not been established, other than those items provided for by 
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par. 6c and 6g below. Prior to determining any item excess, consideration will 
be given to the following factcrs: 

(1) The item’s adaptability for use in meeting any known or anticipated 
requirement other than that for which it was originally intended. 

(2) The reclamation of common use components and spare parts. 

(3) The availability of modernized or replacement items in sufficient 
quantities to meet the needs dictated by current programs. 

(4) Items determined to be in critical short supply and authorized for 
retention and repair when the estimated repair cost exceeds maximum 
repair allowances. 

(5) The item’s applicability for use by the Air Reserve, Air ROTC, MDAP, 
the Department of Army, or other activities for which the AF has supply 
responsibility. 

(b) Retention quantities of aeronautical equipment, including engines, pecul- 
iar to those active inventory aircraft and those storage aircraft earmarked as 
“War Reserve” for which retirement dates have been established, will be com- 
puted on the basis of a full life-of-type support, plus 20 percent for contingencies. 
Such support will be computed on the following basis: 

(1) Active inventory aircraft. Wartime utilization rates established in 
curent war planning studies and peacetime attrition rates (cited in AFR 150- 
10) to develop the necessary programmed support required through the 
point of retirement will be applied to the total active aircraft inventory 
announced in current operating programs. Active aircraft inventories an 
nounced in current operating programs will be expanded to include aircraft 
scheduled for removal-from-storage under existing programs. 

(2) Storage aircraft. Wartime utilization and attrition rates (as re- 
flected in current war planning studies) will be applied to those aircraft 
which are earmarked in storage as “War Reserve” to develop their peak 
programmed support requirements through the point of retirement. 

(3) Quantities of items, including peculiar spare parts and components, 
that exceed the requirements computed on the basis of the criteria established 
in pars 6b (1) and 6b (2) above, and for which there are no other known or 
anticipated requirements (including those established in par. 6a above) 
will be determined excess and then processed in accordance with par. 7 
below. 

(c) Retention quantities of aeronautical equipment, including engines, peculiar 
to World War II type aircraft for which retirement dates have not been estab- 
lished, will be computed on the following basis: 

(1) Active inventory aircraft: 

(a) Active aircraft, including aircraft scheduled for removal from 
storage under existing programs, will have requirements for reten- 
tion purposes computed by applying the current consumption rates 
based on the most recent 12 months consumption experience against 
the largest annual program projection (as reflected in current 
operating or budget programs, whichever is larger) times 5 years. 

(b) Special consideration must be given to World War II type 
aircraft which are also included in current mobilization programs; 
compare the retention quantities, as computed above, with the cur- 
rent mobilization program retention quantities and retain the re- 
quirement that is the larger. 

(2) Storage aircraft earmarked “War Reserve,” with combat commitment, 
will be computed to support the peak aircraft assignment at the maximum 
utilization rates and wartime attrition rates provided in current war plan- 
ning studies. 

(3) The quantities of items, including peculiar spare components and 
parts, that exceed the requirements computed on the basis of the criteria 
established in pars. 6c (1) and 6c (2) above, when there is no other known 
or anticipated requirement (including those listed in par 6a above), will be 
determined excess and will be processed in accordance with par. 7 below. 

(ad) The above policies relative to “Active Inventory” and “War Reserve” 
aircraft do not apply to Department of the Army aircraft. Spares required by the 
AF to perform depot maintenance on Department of the Army aircraft are to be 
retained in the AF inventory. Determination of excess on maintenance spares 
credited to the Department of Army account will be taken only after concurrence 
by the Department of the Army. 


” 
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(e) Determination of excess military type items, other than aircraft, aircraft 
spares, and aircraft spare parts, will: 

(1) Be limited to those items having peculiar utilization with aircraft for 
which retirement dates have been established. (See par. 6b above.) 

(2) Be limited to those items having peculiar utilization with World War 
II type aircraft for which retirement dates have not been established. (See 
par. 6c above.) 

(3) Be limited to those items without application to aircraft, but which 
are a World War II type, on the following basis: 

(a) Items which have modernized or new replacement equipment 
programmed and entering the system, will be declared excess whenever 
the quantities on hand (when considered with that quantity of the re- 
placement item which is available) exceeds the total mobilization re- 
quirements. Inventories on World War II type equipment will, under 
these conditions, be reduced as compensating deliveries make the new 
type items available, provided there are no other known or anticipated 
requirements. 

(b) Items which do not have modernized or new replacement equip- 
ment programmed and entering the system, will be declared excess when 
ever the total assets exceed the largest of these three requirements; 
total mobilization requirements; total operating program requirements; 
or total budget program requirements, provided there are no other known 
or anticipated requirements. For retention purposes, total operating 
and total budget program requirements will be computed by applying 
current consumption rates, based on the most recent 12 months con- 
sumption experience, against the largest annual current operating pro- 
gram and current budget program, as applicable, times 5 years. 

(f) The determination of excess commercial type items, including peculiar 
spare components and parts, will be governed by the provisions of par. 6a and 
the following: 

(1) Items available on the open market will be determined excess if no 
issues have been reported for a period in excess of 3 years, provided there 
are no other known or anticipated requirements or if the quantities on hand 
exceed computed total mobilization requirements. 

(2) Items not available on the open market will be determined excess 
when quantities on hand exceed computed total mobilization requirements 
provided there are no other known or anticipated requirements. 

3) Items having a storage life of less than three years will be deter- 
mined excess provided the quantities on hand exceed 150 percent of the 
computed annual requirement for the item under the current mobilization 
program, times the storage life of a single item. 

(7) Items of USAF personal property which cannot possibly be used for tech- 
nical reasons (see par. 3e above) to fulfill any known or anticipated require- 
ments, regardless of the extent of the mobilization requirements, and to which 
the conditions of par. 6a above have been applied, may be determined excess and 
processed in accordance with par. 7b below. 

(h) Standard items will not be determined excess prior to determining excess 
those stocks of nonstandard or substitute items used for the same purpose. 

(i) Reparable quantities of an item will be determined excess prior to deter- 
mining any serviceable quantities of the item excess. The determination as 
excess of quantities of reparable items of supply or equipment will be as follows, 
provided the items meet the criteria set forth above: 

(1) When serviceable assets of a recoverable type item exceed total mobil- 
ization gross issue requirements computed at the consumption (i. e., not the 
wear-out) rate, all reparable assets, as well as that portion of serviceable 
assets which is greater than the computed gross issue requirements, will be 
determined excess. When serviceable inventories of equipment (computed 
by replacement methods) are available in excess of the quantity required 
to meet computed requirements, the retention quantities will be established 
by computing that quantity of serviceable assets which should be retained 
in order to reduce or eliminate depot overhaul maintenance through issu 
ance of serviceable units 

(2) When serviceable assets of a recoverable item alone are not sufficient 
to satisfy total mobilization gross issue requirements (computed at the con- 
sumption rate), all serviceable assets will be retained as well as sufficient 
quantities of the reparable assets which (when adjusted for losses occur- 
ring during overhaul) will satisfy the balance of the gross issue require- 


( 
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ments. Under this condition, any reparable assets not required to augment 
serviceable assets may be determined excess in order that gross issue re- 
quirements may be satisfied. 

(3) Generations of reparables requiring depot maintenance subsequent to 
the initial determinations, governed by the provisions of pars. 6i (1) and 
6i (2) above, are authorized for determination of excess as they occur. 

7. Processing of excess property.—Property which has been determined excess 
will be processed as follows: 

(a) Property which has been determined excess in accordance with par. 6a 
through 6f above will be processed as follows: 

(1) The prime depot will prepare a master list by class of those items 
where excess quantities are indicated by comparing computed programmed 
requirements against total assets, as reflected by stock balance and con 
sumption reports or other related inventory data. Each such list will be 
serially numbered by class, starting with the number 1 for the first master 
list prepared by a class and continuing serially for each succeeding list. 
Each master list will reflect the following information: 

(a) Class eode. 
(b) Part or stock number. 
(c) Nomenclature (noun only). 
(d) Total quantity on hand as indicated by applicable stock 
balance and consumption reports or other related inventory data. 
(e) “As of” date of the applicable Stock Balance and Consump 
tion reports or other data. 
(f) New retention quantities by: 
1. East Zone: Serviceable, Reparable, T. O. C. 
2. West Zone: Serviceable, Reparable, T. O. C 
(2) The prime depot will prepare sufficient copies of each master list for 
its own use and that of the opposite depot and each depot (prime and oppo- 
site) will accomplish the following: 

(a) Determine retention quantities for each activity within the 
Zone. 

(b) Determine the locations (by activity) of excesses by com 
paring the retention quantities with latest Stock Balance and Con- 
sumption Report or other inventory data. 

(c) The AF controlling property classes at AMC prime depots 
will be responsible for notifying appropriate AF activities when dis 
posal action may be taken as outlined in par. 6i (3). Conversely, 
the AMC prime depots are responsible for withdrawing this action 
when program changes dictate. 

(d) Advise each AF activity where the excess quantities are 
located, by letter as follows: 


“Subject: Supply Retention Quantities, Class , serial 
Pee tices 

To: Appropriate Address. 
“1. Requirements computations, for Class . based 


} 


upon criteria developed and approved by Hq. USAF and 
implemented by AMC have recently been completed and 
retention quantities have been established for your activity 

“2. The Class Stock Balance and Consumption Re 
port (or other specific inventory data) submitted by your 
activity, as of (date), indicates the possible existence of 
excess quantities at your activity. Following (or attached) 
is a list of such items and the following action is requested 

“a. Retam quantity indicated 

“bh. Determine and transfer to Class 27 or to the Pase D 
posal Officer, as indicated in pars, 257.8 and 238, Part I, AFM 
67-1, those quantities in excess of retention quantities indi 


cated herein 


“ce, Include the following statement on each turn-in or 
transfer document covering those items in excess of reter 
tion figures: ‘Property listed hereon was determined USAI 
excess in accordance with (appropriate depot), lette 
dated , Subject: Supply Retention Quantities, Class, 
Serial No. Quantit es listed hereon are in excess of 


retention quantities indicated in that letter.’ 
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“qd. Advise this depot within _._._. days by indorsement 
hereon, the quantities of each item determined and provessed 
as excess or reasons for retaining any quantities in excess 
of retention quantities indicated herein. 


/s/ Appropriate Signature” 


The lists incorporated in or attached to the letter will 
indicate the Class Code, Stock or Part No., Nomenclature 
(noun only), and retention quantities by condition. The 
serial number will be that of the master list. Where action 
involves local (intradepot) stocks the advice may be by 
Disposition Form or other interoffice media With appropri- 
ate changes in format. 

(3) Prime and opposite depots will recapitulate all actions within their 
respective zones on each master list, indicating retention quantities by 
activities in the zone and quantities processed as excess by each activity in 
the zone. Necessary follow-up action will be taken to insure replies from 
each activity concerned and appropriate completed action on each master 
list. The opposite depot will furnish the prime depot with a copy of the 
recapitulation of each master list. 

(4) The prime depot will maintain a file of each master list which will 
nclude the zonal recapitulations and any other pertinent information corre- 
spondence. This file will have historical value and will be retired to storage 
in accordance with AFM 181-5 

(5) Master lists indicating retention quantities for any class may be 
prepared at any time, as often as necessary and when conditions so dictate. 

(b) Personal property which has been determined excess for technical reasons, 
as prescribed in par 6 (g) above, will be immediately authorized for transfer to 
Class 27 or to the base disposal officer in accordance with pars 257.8 or 338 of 
AFM 67-1. 

(c) AF assets stored by the Department of Army determined to be in excess 
of computed requirements will be reported to the appropriate Army Technical 
Service as USAF excess. The report will be in letter form and will indicate 
the items and quantities determined USAF excess and are thereby authorized for 
transfer to Department of Army without reimbursement for necessary disposal 
action. Each letter will include the following statement: “In the event the items 
have | 


been transferred to another Technical Service in accordance with SR 700— 
51-100 series, request the report or applicable portion thereof be forwarded to 
the gaining Service.” In transmitting instructions to the Army Technical 
Service, when retention of a partial quantity of an item or items by the AF is 
desired, specific information as to the exact quantity to be retained and the 
exact quantities over and above, up to the reported quantities, that will be excess 
to USAF requirements. 

(d) Equipment and supplies stored for the Department of the Army. If, upon 
determining an AF item to be in excess of computed requirements in accordance 
with the foregoing, there exists in the Department of the Army account a like 
item, the appropriate Department of the Army agency will be notified that dis- 
posal action is being taken on USAF credits and queried as to whether any dis- 
posal action should be taken on Army credits. 

9. Local forms prohibited.—The use of locally designed forms to comply with 
this Regulation is prohibited. In the event that it is considered necessary te 
devise local forms, compliance with par 10. AMCR 9-1 is required. 

By command of Lieutenant General Rawlings: 

NEAL J. O’BRIEN, 
Colonel, USAF, Air Adjutant General. 

OFFICIAL : 

NEAL J. O'BRIEN, 
Colonel, USAF, Air Adjutant General. 





DISTRIBUTION: E. 


Mr. Batwan. You mentioned the manner you had in mind for 
facilitating the screening of items classified P and Q. 

Mr. Gotpen. Yes. 

Mr. Batwan. Can you give us progress reports on that? 
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Mr. Goitpen. We cannot give you a progress report because that 
has been just initiated. 

Mr. Batwan. Can you give us any documents pertaining to that 
from the beginning? 

Mr. Goupen. Yes. 


WAREHOUSE CONSTRUCTION AND LEASING 


Mr. Batwan. You can probably include that from the request of 
Mr. Holifield and Mr. Ikard. 

Now, I have one other point. You mentioned that your one big 
worry on surplus is warehousing; you don’t want to build more ware- 
houses. We understand that Mr. Creedon in OSD is really bearing 
down hard. Therefore, in answer to Congressman Poff’s question 
about string saving or hoarding, are you entirely precluded from get- 
ting any additional warehouse space right now ¢ 

General Coox. No, sir. I did not mean to insinuate we were en- 
tirely precluded from that, and also I would like to add that we are 
not interested in disposal of obsolete unneeded property merely be- 
cause we need the area, warehouse space to store other property. We 
are interested in getting rid of it because even if we had the warehouse 
space it would represent something that does us no good, that requires 
people to take care of and watch it, and soon. Just on good business 
principles we don’t want it. 

Mr. Batwan. Are you getting any new warehouse space in your 
public works bill for this year? 

General Cook. Oh, yes; warehouses on bases are being built. 

Mr. BaLtwan. You are requesting some / 

General Cook. Oh, yes; requesting it and getting it. 

Mr. Batwan. Could the Air Force supply the committee with the 
increase in the amount of commercial warehouse space for which 
you are contracting? Is there going to be an expansion in contract 
warehousing ? 

Mr. Goupen. I cannot give you the exact figures, but I think we 
can supply them. 

Mr. Rreniman. Will you get them for the subcommittee? 

Mr. Goupen. Yes. 

Mr. Houirietp. Will you add to that, also, the amount of warehouse 
space that their current appropriation is for, for their own use, not 
the commercial type of contract warehouse, but their own warehouse 
space, what the increase on that is? 

(Information above referred to is as follows:) 


USAF PrRoGRAM FOR WAREHOUSING AND STORAGE FACILITIES 


1. The warehouse quantities programed for construction in the continental 
United States utilizing fiscal year 1953 funds are approximately as follows: 
Square feet 


Base warehousing____---- sila aan ea a i tall Baars he tecishes welepeii cael tenis atiahainil 2, 163, 000 


TN EE ES SETI SS EITC SE RE MEEE ne re 55, 000 
Cold-storage warehousing_- Siete iene aie nocd iad acasesaamiramemneaaneen 79, 000 
eo a 800, 000 


DOR ccsiue ci Salen ier la aimee inch cscs tgadlp eile stg 8, 097, 000 
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2. The following warehouse quantities are presently under consideraiton for 
inclusion in the fiscal year 1954 regular a>propriation bill for appropriations: 
Square feet 


3ase warehousing : ; a ee 
AIO warehousing . . ae . 39, 920 
Cold-storage warehousing ve fare REL 6, T00 


Depot warehousing_—_- a a a a en ea 
Total ie mit eee 


3. The amount of commercial warehouse space under contract to the Air Force 


is approximately as follows: 


(a) Beginning of fiscal year 1953 Cost 
(1) Continental United States, square footage, 6,140,145_____-_ $1, 711, 954 
(2) United States posse ions, square ON ET a ait aii an 32 
(6) Currently under contract: 
(1) Continental United States, square footage, 6,756,008__._-_--. 1, 984, 946 
(2) United States possessions, square footage, 1.308_-_._._._-------- 324 


General Coox. Most of that warehouse space is at bases. They are 
being built or rehabilitated where only the Air Force could locate, at 
fields 

Mr. RieutmMan. Have you finished on the surplus? 

Mr. Batwan. Yes, si 

Mr. a a MAN. I wan nt to say ay to you, General, and Mr. Secre- 
tary, that this committee is deeply interested in this surplus program, 
as you can easily understand, and we it my colleague, Mr. Holifield, 
ae ay ee alla: 

We recognize the problem that your service is confronted with in 

that re spect, and we oe some most illuminating information yester- 
v from the Army on this great problem. 
Now, it going to be the committee’s intention to follow this closely 
ht straight through to see that proper pra rams are set up and sur- 
pluses are screened and that some realistic approach is made for the 
disposal of this tremendous amount of micah with the least effect 
possible upon our economy, and that the Government receive as many 
dollars from the surplus as possible. We will appreciate your coop- 
eration in keeping us informed as rapidly as you can of what progress 
you are making within your own department. 

Do you have other questions, Mr. Balwan ? 

Mr. Batwan. In line with this last question I asked. 

In one of the ] rogress re p orts complying with the 4000.8 Directive, 
dated March 10, 1953, the Air Force reports to the Sec retary of Com- 
merce as follows: 

The DOD commercial warehouse plan which permits military departments to 
augment their storage facilities through the use of public warehouses has been 
of great assistance to the Air Force. Through the last month 550,000 square 
feet of commercial warehousing has be en occupied by 1,807 carloads of Air Force 
property. Surveys are under way to find additional suitable commerical 
warehouses. 

We are especially concerned about this situation where on the one 
hand you are limited in constructing warehouses and on the other you 
are going ahead with a big expansion in contracting for warehouse 
space, 

That is all. 

Mr. Rieutman. Well, we have asked for that information to be 
furnished to the committee. 

General Coox. Yes. 
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Mr. Rreniman. General, I have one question here. 


Yesterday you touc _ on case 5d. 
General Coox. Yes, si 


PROCUREMENT OF AIRCRAFT SPARE PARTS 


Mr. RIEHLMAN. L wonder if you would elaborat just a littl bit 


more on that. I am particularly interested in that subject because 
from the commercial point of view or busn point of view I would 
be mighty perturbed in permitting the supplier of any item to sug- 
gest to me the spare parts and the number of spare parts that I ld 
have to contract for when the parel pi ft eq pment was being 
onstructed, and rely entirely upon his Judgment a what I would 


need. 
7, eels Renee exten kl ate: SE eee ah. ct l car 
(Gveneral Cook. Perhaps Lnere are Z2 OI 8 part to nat that can 
take, and then I will ask Mr. Golden also to give you sone rdditional 
information. 
No. 1 is that an airplane and the special handling equipment that 
I 
goes with that airplane are not gener: ally avail: able comme rcial items. 


‘ 


The y are spec ial, and they nes be compares to some custom b ult 


equipment, built to special specifications and ie special purposes, so 
that the contractor at the time a. tarts building the first article, the 


first finished end item, in order to have available for the services the 


spare parts that the services will need, must have some idea of what he 
istoorder. He really, since he is the designer of the item, should have 
the best idea of what will be required to maintain, to start out with. 

Now, the second point that I want to make is that we do not a cept 
his recomme - tions without question or without review. 

In my description of this procedure yesterday, sir, I mentioned the 
fact that a wi ite ly after he has submitted his pr yp osed list of spare 
parts we review that list of spare parts; but it does give him an op 
portunity to place orders for material or spare parts that will re — 
1 long time to be fabricated so that he can get those inm ll schedu 
and other material schedules that he has to use for ordering mat: a. 
If he happe is to order more long-lead time items than we need ror 
spare parts, he can still use those in production of the material if we 
cut him off. 

Mr. Rieutman. Well, has your experience been in the past that there 
have been many occasions when you had directed them to cut off ad- 
ditional spare parts ? 

General Cook. Yes; we have directed them to cut off spare parts. 

Mr. Rirutman. We can readily understand, General, the need 
relying to some degree upon the person who is manufacturing this 
item, in the first instance, to allow him to suggest the number of spare 
parts that may be necessary, but we had some experience in this com- 
mittee in the automotive spare parts program, when they started to 
buy jeeps and other types of equipment. The parent piece of equip- 
ment was supplied with enough odds and ends of spare parts to run 
for—well, I don’t just know the number of years, but 4 was - olutely 
unbelievable. I realize that in the technical field t your people 
are in, in respect to airplanes and other types of equip: ment, the ‘re may 
be a different approach to the question, but I certainly would be quite 
perturbed if I did not feel that the Air Force was watching that pro- 
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gram very closely, because there is one field in which we are talking 
about surpluses today, where you may find yourself, in a few years, 
with pieces of equipment which will be obsolete, but which today may 
be of particular need to our defense program, and you will have obso- 
lete parts and pieces of equipment that run into millions and millions 
of dollars. 

General Coox. Now, I might mention that in the purchase of initial 
spares for aircraft under which this provision is done, Case 55, we 
purchased at that time only such spares as we require to handle the 
operation of the aircraft for only 1 year, plus 514 months’ stock; so 
that at that time, on those initial spare parts, we actually buy enough 
material in the way of spares to operate the airplane for 1714 months. 

Mr. Rreutman. How long has that program been in progress ¢ 

General Cook. We have been buying—do you recall ? 

Mr. Gotpen. Yes. You mean Case 55 as we do it? 

General Cook. Yes; but we have been buying for years. 

Colonel McCawtry. Years and years. 

General Cook. Yes; but Case 55 we have been handling only re- 
cently. Now, the difference between Case 55 and our previous pro- 
cedure is that previously we waited until after the aircraft manufac- 
turer started production to order the initial spare parts. Part of 
it was due to administrative faults within the Air Force system. 

We at that time also got the advice of the contractor, so that that 
has not changed perceptibly. That has not changed perceptibly. The 
only difference now is that we know we have to immediately review the 
list in order to eliminate any items that appear to be too numerous, 
or to xdd items that we feel have been missed, from our experience. 

Mr. Rreuiman. In other words, then, as I understand it, General, 
now you order enough spare parts to carry that plane in actual service 
for 17 months? 

General Coox. That is right. 

Mr. Rreutman. And those parts are purchased on the basis of a 
recommendation from the manufacturer ? 

General Coox. Correct. 

Mr. Rreniman. Now, at the end of that period, does the Air Force 
immediately screen the spare parts that they have left and check to 
see what they have in surplus, before a new procurement program 
for spare parts is initiated ? 

General Coox. No, sir. We have to project all the way through, 
sir, because if we wait until all the spare parts are used up that is too 
late to order and produce new spare parts. We always have to pro- 
ject forward by the amount of lead time that is required, a year, 18 
months, 9 months, whatever it is, before the time that we run out. 
Otherwise 

Mr. Rrentman. Well, I can understand that. In other words. if 
you have 17 months of spare parts when you get the initial piece of 
equipment then you have to project 18 months ahead, and you are 
going to have 3 years of spare parts for that piece of equipment 
ordered ? 

General Coox. Well, we might have them on order, that is correct. 

Mr. Rirenitman. But you do have the right to cancel with the 
company ¢ 

General Coox. That is correct. 
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Mr. RrentmMan. Then if you find at the end of 17 months that you 
do have a surplus in some of those items that they originally suggested 
would be necessary, you can cancel them out ? 

General Cook. Yes, si 

Mr. Rieuiman. Is that the procedure of the Department at this 
time / 

General Coox. Either cancel them out or else in the succeeding year 
not order that item to take care of the additional requirements, one 
or the other. 

Mr. Rieuitman. Well, that is the policy that is being followed ¢ 

General Cook. Yes, sir; that is the policy. Now, perhaps Sec- 
retary Lewis would like to say a word, because I think he is familiar 
with this. 

Mr. Riruiman. I would appreciate it, Mr. Secretary. 

Secretary Lewis. I have had some —— rience on both — of the 
fence, and I feel that what the Air Force does on this matter is 
prudent and sound. 

Generally speaking, the way it operates is that the article is no 
good to you unless you have spare parts for it, which means you 
have to order the parts, some parts, generally concurrently with the 
prime product. 

Now, the consumption of spare parts is a function really of use 
and experience, and in those initial stages the aircraft manufacturer 
who makes not only that article but the fathers and children of the 
same family, and knows a lot about its operation and characteristics, 
is in the best posit ion to make a quic k judgme nt. His quick judgme nt 
would be better than anybody else’s, so the Air Force really buys his 
experience by telling him to go ahead and make the initial general 
provisioning, subject to examination by the Air Force. But these 
rather severe limits on quantity are plac ed on him. 

The amount of money is related to the amount of the prime product 
purchased; the estimated consumption is within the ground rules 
laid down by General Cook here, which is roughly 17 months, so you 
have an advantage of securing immediately with the use of the end 
product the necessary spares to get you started, limited, however, in 
a very broad manner both as to life and as to dollar amounts. Then 
as you get experience, as the Air Force gets experience, it takes over 
the reorder problem and adjusts the flow of spare parts for any par- 
ticular end item to match up with the experience that they have with 
it. I think, looking again at it from both sides of the fence, that 
it is a very sound and commercial way of licking a very difficult 
problem. 

There are a lot of problems in spare parts. It is one of the toughest 
things we have to deal with, and this has been evolved within the 
last few years and I think everybody that knows the details of 
thinks it is a good system. 

Mr. Rrenuman. Well, that, of course, will be proven over a period 
of time. 

Secretary Lewis. Yes. 

Mr. Rren~man. When we learn what we actually have in surplus 
with some of the obsolete equipment that we may have. 

Secretary Lewis. Well. we will have cases, no doubt about that, 
cases where somebody will say that something is going to wear out 
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and it does not vear out. and we will have some excesses. But we 
cannot have much, and in the self-correctli go system we think that 
you get the maximum protection to the end product at the lowest 


cost. 

Mr. RreuimMan. Do you have any questions, Mr. Poff? 

Mr. Por Yes, Mr. Chairman. Mr. Lewis, in the initial evaluation 
of the bid I suppose the cost of the part S take nto consideration 
before the parent contract is let? That is to say, when you are con- 

dering t competitive ls that are submitted, one of the compo- 


nents of the bid is the e« of the parts that are going to be furnished 


retary Lewis. P ips vou had better take that, Max. 

r. GoLpen. First of all, when you are dealing with an aircraft, 
for example. and vou have selected a producer you don’t have this par- 
ticular problem of evaluating particular bids. We estimate a dollar 
mount for spares: it might be 10 percent, in some cases, of the dollar 


rlue of the nare t¢ tine ime contract 
Now. this provision technique then comes into play. Itis almost 
. . } ] ry’ 
parate tract its ttached to the airplane contract. The con- 
ictor just does not go and manufacture up to that dollar amount: 
nor do we accept parts up to that dollar amount. 


The provisioning technique comes in. The contractor comes in as 


qui kly as he can with a | of items he thinks we need. One of the 
everal checks and balances that we have on this technique of ours 
iat he is not permitted to vO out and release to production all 
item: just the long-lead-time items, items that take a long time to get 

if you order them. 
N a thi > weeks fter rele i no those iter he | Sto come to us 


17? 1 +, ly thy if l = he } >release 1. I dor - th kx t] ere should be any 


that we wait vear or 17 months before we check that list. 


Our aim is to do that within 30 days after he gives us that list, and 


neither he nor his subcontractors could have gone far in terms of fab- 


cating those items by that time. If we do decide to cancel, the can- 
ellation costs at that period will be nominal. 


Secretary Lewis. And will be worked off against the prime con- 


Mr. Gortpen. If we are buying 500 planes, he does not initiate man- 
ufacture of enough landing gear as spares for 500 planes immediately. 
He will stagger spares just as he does the planes. If the first year 
he is going to give us 50 planes we will get the commensurate number 
of spare landing gears with that 50 planes. 

Mr. Porr. I see. 

Mr. Gotpen. So he does not have carte blanche on this thing. 

Mr. Porr. Before the contract is awarded, does the contractor give 
vou a firm price on parts ¢ 

Mr. Gotpen. No, sir, an overall estimated value, maybe $20 million. 
Phat is merely an obligation here. We think, based on past experience, 
that that may be the ceiling amount of spares that we may need for 
that particular type of ] lane. When he feeds us his list of spares and 
we review them and he gives us the other spares that are not long-lead 
time, we sit down with him and price those. It is that price that 
becomes the firm price under the contract. You really have a running 
contract there with the pricing coming along after he started produc- 


tion of spares. 
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Mr. Rieutman. In other words, he may say that you need $20 mil 
lion worth of spares, but there is no particular price on any one of th 
spares until the spares start flowing 1n / 

Mr. Goupen. No; long before they start flowing in we will have 
sat down and really had another negotiation with him and negotiated 
the price of each item of spare parts. 

Secretary Lewis. A list is made out. 

Mr. Rreuuman. I see. 

Mr. Gotpen. We postpone negotiation of price until both are in a 
better position to sit down and say what spares to buy and what the 
price should be. 

Mr. Porr. Isn’t the service at a disadvantage to bargain for spares 
after the parent contract has been let? 

Mr. GOLDEN. No: because we h ive to agree on pri e. 

Mr. Porr. S ippose you can’t agree ¢ 

Mr. Gonpen. We have a disputes article in the contract and it is 
referred to this Board to decide the price, if we have to. It is rare 
that that ever happens. 

Mr. Porr. I see. 

General Cook. Ma 
aircraft such as the 
tractor does not know the cost of spare parts until he has had some 
experience in producing. It is just impossible to set up a price cover 


T -_ ° y 4 . 7 ‘7 
I add something to that? Generally on an 


- 
y 
B y | ”) . 5 e 4 aipers 4 

—4) Ol m—I4. SOME OF those aircrait, the co! 


ing al spare articles for the aircraft at the time the initial order is 
placed. 
We do, however, Mr. Chairman, place our limit. We say what 
He dor s not tell 1 S. | mean 1 


the dollar value of the spare parts is. 
the overall, the agoregate, we say we want SO mManhy m llions or thou- 


sands of dollars of spare parts on that particular end item. He does 
not do that. 

Secretary Lewis. He comes un with the list within the dollar fi 

General Coox. He suggests to us what we mav need wit] 
dollar limitation. 

Mr. Rreux_man. How do you arrive at the dollar values ? 

General Cook. We do 1b on al exper enced money perce ntage basi 

Secretary Lewis. You see, we might not know that the B-417 takes 
a certain percentage of initial spares, but we knew what the B-17 and 
the B-29 took. and we sort of interpret that and come up with rought 
cut figures, which are low, bec ause we are interested in getting initia 
provisioning started. 

Mr. BALWAN. Let’s £0 back to case 55. J thir k we can expiall to 
the subcommittee here what case 55 is. Case 55 is actually what? 

Mr. GOLDEN. Maybe [ can explain it this way. Case 55 1 ‘acti ally 
the name given to a document that would set forth the provisioning 
techniques for spare parts that would be applicable to the three serv 
ices. That is a project that the three departme: ts have been workn O 
on for some time under the cirection and vuldance. policy culdan e 
of the Munitions Board. 

Now, it was during the time that that particular project was being 
worked on in an attempt to arrive at a uniform procedure that the 
Air Force determined that the usual procedure that had been used 
had it in this built-in slippage factor. That is if you did not let him 
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release to production right away you would lose time and not always 
get spares concurrently with the parent item. We sponsored the idea 
of this technique we described to you: namely, in the first instance 
let him suggest long lead-time items and thereafter quickly reviewing 
them along the lines we just expre sed. 

The Munitions Board itself took a good look at that procedure and 
decided it would be very worthwhile for the Air Force to try that 
out and formally 


gave it permission to try that procedure out before 
a firm case 55 was finally established. 

The formal proceedings of the Munitions Board state that a tenta- 
tive case 55 will be worked out which will have the alternate pro- 
cedures, the one we have just described, and the old type, which says 
to the contractor. “You shall not produce any until you have sub- 
mitted a list, and we have sat down and agreed on the items, and only 
then may you go ahead and produce.” 

The Moun ton Boal | desires a little experience in the way both 


systems work before they come up with a final decision on what case 
55 should be y ith respect to 1tS aj plicabil ty to ill three military 
departments. 

Mr. Barwan. Case 55 is a ontinuing study, is that right? 

Mr. Gotpnen. Yes. 

Mr. Bauwan. And is there any other alternative besides the old 
Air Force way and the way you are suggest 

Mr. Gotpen. When I say the old Air Force way, I would say in basic 
technique case 55 is 99 percent the same for all services, We have 
aAocTet cl that our old way and the Navy’s old way and the Army’s old 
way is about what it should be, with this one slight difference that 
we have described here to you. There is one page that is different for 
the Air Force and the Navy in the proposed case, and it is that experi- 
ment that the Munitions Board desires to see in being so that they can 
makea judoment at a future date. 

Mr. Batwan. Then there isa basic difference between the Air Force 
method and the Navy method of computing spare parts requirements ? 

Mr. Gotpen. Just in that respect. The review, final decision by the 
Air Force and final decision by the Navy is the same. It is just at the 
point of, when shall you let the manufacturer release to production 
these long-lead-time items, that a difference exists. 

Mr. Barwan. How did the Navy do it? 

Mr. Gotpen. The Navy proceeds with a system of letting the con- 
tractor submit his list to the Navy. The Navy team—I would rather 
have them describe it to you this afternoon—then reviews the list 
with the contractor and only after they have agreed on the items to 
be produced can the contractor send out his multitude of purchase 
orders to subcontractors and vendors for the item. 

We believe at that point we can save a little time by using his judg- 
ment, using the contractor’s judgment for these restricted items within 
the restricted dollar amounts, to go ahead and release the items for 
production of spares at the same time he releases components for 
planes. 

Subject to the quick review within the 30 days we have allotted, we 
fee] that we have gained some time. We have very little to lose, 
we believe, and everything to gain. That everything being that, if 
we want an airplane that we can use, we must have the spare part that 
woes with it. 


ina? 
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Mr. Batwan. How can this be resolved finally, I mean on this one 
point ? 

Mr. Gotpen. It will be resolved based on experience. We are go- 
ing to use it for a period and come up with our results, and the plan 
then was to state our experience to the Munitions Board and point out 
how it is working. 


AIR FORCE IMPLEMENTATION OF DOD DIRECTIVE 4000.8 


Mr. Bauwan. We reviewed the report you submitted for the record, 
givin o@ the > mol ithly reports on the actions taken by the Air Force with 
reference to Department of Defense Directive 1000.8, I have gone 
through these and I notice that the primary purpose of 4000.8 is to 
establish aa regulations designed to achieve an eflicient and prac- 
tical operation of an integrated supply system, including procure- 
ment, production, warehousing, and distribution of sup on. and 
atin and related sup yply functions, to meet the needs of the 
military departments, without duplicating or overlapping of either 
operations or functions, in accordance with the provisions of section 
638 of the De partme nt of Defense Appropriations Act in 1953. 

In effect, the directive says that from now on these functions shall 
be saad out only when certs iin regulations are set up. You people 
submit these reports to the Secret ry of Defense in which you may 
describe different actions that you have taken to improve your own 
supply system. I am wondering to what extent you are carrying out 
the intent of section 1 of 1000.87 


It looks to me as if what you are doing is just describing what you 
yourself in the Air Force are doing, rather than taking any steps 
to make sure the Air Force, Navy, and Army is dione something in 


an integrated fashion. 

(sene ral Cook. We are on lv respons ble to the secretary ot 1 fel e 
for what we do within the Air Force, Mr. Balwan. ; 

Mr. GoLpEeNn. Perhaps I can explain it. This gets a little technical. 
When this particular amendment was passed it called for regula- 
tions to be issued, and unless regulations were issued the thought was 
that you could not go out and contract—you could not do business. 
The lawyers in the Department of Defense determined that a regu- 
lation was necessary. 

Now, obviously, within the 60 days allowed you could not write 
the bible for a supply system for the whole Department of Defense. 
Therefore, it was decided to draw up some basic principles. 

Now, this 4000.8 is nothing but basic principles whic h are supposed 
to evidence good procurement and distribution criteria. 

Now. the Secret: ry ( yf Defense has taken those > basic principles an 1 
has said, “With these principles we believe we have complied with the 
law to the extent that our operations are not stoppe | dead.” 

Now, we will then take each principle enunciated and that will be 
the subject matter of a comprehensive regulation dealing with that 
subject; for example, conservation—what they did was to ask each 
department for all its regulations, individual regulations on con 
servation. Thev got them from the 3 di partments. Thev reviewed 
their own regulations, and wrote a comprehensive regulation that 
would apply to all 3 departments. 











~~ 
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Now, that was only one part of 4000.8. I think there is a tendency 
to construe 4000.8 a Sl] ply plac ing emphas ; on the word “inte 
grated.” 

After this 4000.8 was out for a couple of months it was changed 
It was interpreted again by the Secretary of Defense to not only mear 
look to the integratiol of 1 overall supphy system for the 3 military 
departments, but to aim at improvement within each m litary de 
partment of its supply system. We were actually enjoined to go 
ahead with improvements within our own system ana not wait for De 
partme! t of Defer se directives Asa matter of fa t. there isa specific 
piece of paper on that from the Secretary of Defense, or his Deputy, 
which pointed out that it was expected that the three military depart 
ments would pro eed to do that. 

N« Ww. these document In wene ral, I think, show how we are trving 
to improve ourselves from within. Wherever the Secretary of De 
fense has issued the initial documents that apply to all three services, 
from there on in we pick it up and implement it. We are not waiting 
to improve ourselves until we receive these directives. That is what 
the em ny individual items show, that w are not walting for diree 
tives from the Secretary of Defense. We are going ahead and trying 
to do a job ourselves. 

Mr. Batwan. The1 


e was nothing prior to 4000.8, either in the first 
interpretation or . tl 


he second interpretation, which precluded your 
inproving from within? 

Mr. Gotpen. That is right. 

ir. Banwan. So, what you are doing now is what you would have 


’ 
i 
ad integration 1dea, 


be doing b fore, anvway. You dise rded tl » Ol oO 
Interpreting it strictly. You are volng back to a loose interpretation 
of tl hing 

Mr. Gotpen. No, sir; I would like to dispel that from your mind 


I feel that the Secretary of Defense’s office and the Munitions Board. 


a then constituted, would have to start off and ssue an overall 
directive from topside coming down that would apply to all three 
departments. If the field of conservat then we would tak 


that and implement it [f in the field of traffic regulations, we would 
take them and implement them. We would all be on the same ball 
team in terms of what basic criteria to follow. There have been many 
regulations issued by the Office of the Secretary of Defense, and we 
have implemented: small-business regulations, conservation, and s« 
forth. 

Mr. Bauwan. But there was nothing 
tion which prevented the Sec retary of Defense or the Air Force from 
] 


aol 


in this existing prior legisla- 


no this? 

Mr. Gotpen. No, sir. 

Mr. Bauwayn. Is it your contention that you speeded up because 
of 4000.8? 

Mr. Gounen. I think it was the definite objective to achieve a speed- 
up, but this has been a long process. I think you ean obtain from 
the Office of the Secretary of Defense numerous directives since 4000.8 
which are the bible for the three departments. 

Mr. Batwan. Could you supply us with a list of activities which 
are different now from what they were prior to 4000.8 in the Air Force 
operations ¢ 

Mr. Goupen. That is a nebulous frame of reference. 
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General Coox. That is an extremely difficult thing to do. 

Mr. Gouven. I think it would be well—may I make a suggestion ¢ 

Mr. Batwan. Yes. 

Mr. Goupen. I don’t know whether you have already obtained them, 
but it would be a good idea to obtain from the Secretary of Defense 
the various implementing directives to 4000.8 that have come down be- 
‘ause until those come down we don’t have a peg to work from in the 
three departments. 

Mr. Batwan. They have too many directives to have come down— 
5 or 162 ; 

Mr. Gotpen. I don’t know the exact number, but a number of them 
have come down and we implement them. 

Mr. Batwan. Have not those directives which have come down been 
merely a kind of rationalization of directives already gone out? In 
other words, if the Air Force is doing something consistent with 
proposed regulation and the DOD approves that regulation, then the 
existence of the new regulation does not change the Air Force way 
f doing thir ngs ¢ 

Mr. Gorpen. No, if it is not inconsistent, they would not change it. 


Mr. BALWAN. But is there anything different you are do he now, 
as a result of any new regulations, from what you were doing prior 
to the promulgation of 4000.8. 

Mr. GoupeNn. I am sure there are thin os di fferent, Mr. Balwan. 

Mr. Barwan. Do you know that ? 

Mr. Gotpen. It would take—you would have to go back to each im- 
plementing regulation issued by the Secret: ry of Defense and work 
it down through the Air Force and Navy and Army and see where the 
differences lie. 

What we have done is, as they have come down we have implemented 
them and changed our procedures to accord with the basic directive 
of the Secretary of Defense. 

Mr. Batwan. The point I am trying to make is that when these 
basic directives or regulations come down, there may not be any 
changes in the Air Force. Actually what you are doing is to set up 
a system of regulations on the Departme nt of Defense level which in 
essence merely ‘formalize something that is already in existence, merely 
to comply with law. 

Mr. Gonipen. In many cases that will be true. You take our small- 
business procedures. We feel we had excellent small-business pro- 
cedures. When the Secretary of Defense wrote down and asked 
for our regulations and asked us to get approval for them, I think he 
robably bought 99 percent of our regulations. Now, they happen to 
be good in that field, and he bought them, so there is no reason for 
changing them. 

Actually, it has resulted in a lot of paperwork, as well, that is true. 
It has caused us to come up and get approval of our regulations be- 
fore we implement them. If we have a good regulation that has been 
in being for a few years, there is no reason to ch: inge it. 

Mr. Banwan. If there is a lot of paperwork going on, and there 
probably is, is it good pre actice to formalize good ones first, and de- 
lay bad practices before issuing directives to correct them ¢ 

That is why I would like a list of those operations which have 
changed as a result of 4000.8. 
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Mr. Rizutman. Could you supply those for us? 

General Cook. We will do our best. 

Mr. Gotpen. We will do our best, but I think it might in the first in- 
stance come from the Secretary of Defense’s office, who has to take the 
first step before we take the second. 

(The material above referred to is as follows:) 


USAF Actions CONCERNING DOD DrrectiveE 4000.8 


A. Department of Defense Directive 4000.8, Basic Regulations for the Military 
Supply System, dated November 17, 1952, covers the entire range of materiel 
activity, including procurement, production, warehousing, and distribution of 
supplies, equipment, and related supply functions. Air Force activity in all 
materiel matters is, therefore, influenced by and will be in conformance with the 
provisions of 4000.8. 

B. The following lists indicate some of the action taken by the Air Force in 
support of 4000.8: 

1. A proposed Air Force regulation concerning the conservation, utilization, 
and disposal policy was prepared by the Air Staff and forwarded to the Munitions 
Board for approval. 

2. Air Force Regulation 65-38, dated March 11, 1953, concerning the cataloging 
program has been prepared and submitted to the Director, Defense Supply Man- 
agement Agency (tab L). 

3. A revision to Air Force Manual 67-1, Disposal of Excess and Surplus 
Personal Property, has been prepared and will be forwarded to the Munitions 
soard for approval. 

4. The Air Materiel Command is developing detailed operating procedures 
to implement the modified procedure directed in 4000.8 concerning the economical 
screening of excess personal property. A list of Air Force activities authorized 
to screen excess property lists has been prepared and will shortly be forwarded 
to the Department of Defense Central Coordinating Activity. 

5. Air Force Regulation 75-76, concerning the utilization of sleeping-car 
equipment, and Air Force Regulation 75-81, concerning the use of rail equip- 
ment for organized military personnel movements in the United States, have 
been prepared and are awaiting publication. 

6. Air Force letter 70-110, dated December 11, 1952, was issued concerning 
the assignment of procurement petroleum inspection (tab L). 

7. Air Force letter 70-7, dated January 12, 1953, was issued concerning uniform 
inspection and acceptance stamps prescribed for use by all quality-control 
activities within the Air Force (tab L). 

8. Approximately 879 inspection interchange agreements with other military 
departments bave been made since the publication of 4000.8 to provide for the 
Air Force to conduct for other departments all inspection activities at a manu- 
facturer’s plant, or vive versa. 

9. Air Forces Regulation 70-22 governing the system of reporting requirements 
for machine tools and metal-forming equipment was issued December 17, 1952 
(tab L). 

10. A revision to Air Force Regulation 70-21 dated June 18, 1952, concerning 
the utilization of idle industrial production equipment has been prepared to 
change the right of making allocations and administrative responsibility from 
NPA to the Munitions Board in collaboration with the Munitions Board staff and 
representatives of the Army and Navy. 

11. Air Foree Regulation 70-4 (tab L), was issued on March 12, 1953, con- 
cerning the disposition of machine tools not required and unsuitable for use in 
end-item production was issued to insure that machine tools which are made 
available are required and suitable for Air Force production programs as well as 
reemphasizing the need for disposal of machine tools for which retention is 
unwarranted. 

12. A new Air Force regulation is in process which calls for the maintenance of 
adequate inventory records and summary data, on a semiannual basis, of machine 
tools and certain similar equipment held by the Air Force. Arrangements have 
been made to participate with the other military departments and GSA in 
revising and supplementing Military Standard 107, Preparation of Machine Tools 
und Manufacturing of Equipment for Extended Storage, to provide the best pro- 
cedure for the preservation and warehousing of machine tools. The standard 
will parallel methods used in industry to the maximum extent possible. 
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13. Air Force Regulation 100-46 (tab L), was published January 12, 1953, 
prescribing the responsibilities and general procedures for planning, budgeting, 
funding, procurement, and placement in operation of fixed communications- 
electronics facilities and providing a basis for maintenance support and for 
“ataloged programing of manpower, instructions, equipment, and construction. 

14. The Air Materiel Command has established a report on electronic compo- 
nent parts (tubes) for the purpose of furnishing schedules to the Department of 
Defense to insure that the manufacturer of major end items and subassemblies 
are commensurate with the delivery schedules of electronic equipment. 

15. A regulation has been published by the Air Materiel Command emphasizing 
a revised concept in the area of initial provisioning which requires a pre- 
provisioning review board meeting for major end articles to be held at the earliest 
possible date after production is authorized. 

16. The Air Materiel Command has initiated a project of amalgamation, simpli- 
fication, indexing, and assembling of all procurement procedure regulations into 
a compact and comprehensive single publication. 

17. The Procurement Division, Air Materiel Command, has established a unit 
to control repricing article applications and to supervise the method by which 
pertinent information is assembled. The backlog of pending price redetermina- 
tion is being eliminated as quickly as possible and more timely redetermination 
action is being accomplished. Increased authority and responsibility has been 
given to the procurement districts to perform “after the fact” redeterminations, 

18. The feasibility of providing for contractor storing and distributing, air- 
frame and engine parts directly to Air Force using activities had been estab- 
lished at the Air Materiel Command, 

19. A study of the frequency of worldwide stock balance reporting is under- 
way at the Air Materiel Command to provide for more efficient utilization of 
manpower and equipment. 

20. An Air Material Command project is inventorying techniques, and control 
has been established to devise a system which will more accurately provide 
asset information and permit more realistic requirements computations and 
improve the distribution of assets (tab I). 

21. A project is under way to establish a uniform mechanized system to re- 
cord all nonexpendable property in use at each Air Force depot and to account 
for and maintain accumulative records of issues, turn-ins, and back orders 
(tab I). 

22. The Air Materiel Command is exploring and developing the utilization of 
electronics equipment to be used to expedite the flow of information and neces- 
sary computations for the solution of problems in the areas of supply require- 
ments, distribution, procurement, production, and budget estimating (tab I). 

23. An Air Materiel Command project has been established to develop and 
implement improved inventory techniques and controls and accounting systems 
which will provide for a premium accounting and reporting system for high 
dollar-value items (tab I). 

24. Fiscal years 1953 and 1954 programs call for the utilization and conver- 
sion of such broadly grouped commodity areas as subsistence, clothing, medical 
supplies, power equipment, and musical instruments, which involve 32 Federal 
supply groups and approximately 400,000 Air Force supply items in 90 Air Force 
classes to be converted to the use of Federal catalog data by the end of fiscal 
year 1954. 

C. Pertinent documents and publications are enclosed in 7 general categories 
containing as many as 40 specific items in a given category. The categories are 
as follows: 

1. Air Force supply and procurement career fields and training program for 
fiscal year 1954 (tab F). 

2. Correspondence and publications on military personnel (tab G). 

3. AMC directives, letters, and instructions (tab H). 


4. AMC Command projects (AMC letter (s) 150; tab I). 

5, Correspondence and publications on civilian personnel (tab J). 
6. Publications concerning procurement and contracting (tab K). 
7. Miscellaneous (tab L): 


AF OUT: 43048 (21 Oct 52) 

Cy of TWX to AMC dtd 8 Sep 52 

AFR 87-1, dtd 7 Oct 52 

Correspondence and Publications Concerning Traffic, Travel, and 
Transportation 

Regulations Concerning Procurement and Contracting 
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USAF Logisties as Affected by the Federal Cataloging Program 
AFR 87-1, dtd 7 Oct 52 

DD Directive 4000.8 

Conservation and Utilization, DD 4000.8, par. III 

D.1. The Office, Secretary of Defense, generally initiates action on matters 
involving interservice matters. As was indicated in our first report concerning 
1000.8, subject: Implementation of DOD 4000.8, dated 2 October 1952, the Air 
Force nevertheless initiated two major actions which involved interservice 
aspects to insure the avoidance of duplications. These actions were: 

(a) Air Force commands were directed not to undertake any service or ac- 
tivity being perfor aad for us by the Department of the Army 

(b) All new contracts for warehouses, laundries, bakeries, and similar indus- 
trial installations were stopped immediately upon the issuance of 4000.8 on 5 
September 1952. The Office, Secretary of Defense, was then asked to recheck 
each such facili ity included in the Air Force program to insure that no dupli- 

tion with a sister service should ensue. 

2. In addition, the Air Force assisted in the formulation of the Joint Chiefs 

f Staff policy which resulted in the European theater commander receiving 
lirective authority to eliminate any unnecessary duplication between the mili- 
tary services, 

Mr. BALWAN H ive you talk 1 any second steps‘ 

Mr. Gotpen. Yes. We will give you the regulations that we have 
mplemer ted. 

Mr. Rrentman. That is what we are interested in. 

Colonel McCawtey. I might say that most DOD regulations that 
impleme nt 4000.8 have absolutely no reference to 4000.8, so people who 
make changes do not know they are making changes on this basis. 

Mr. Barwayn. That is what I suspect. 

Mr. Gotpen. So when you get down 2 or 3 levels, it is hard to figure 
out that this regulation pertains to 4000.8. That is where the difficulty 
comes 1n. 


Mr. Rrenitman. Mr. Poff, do you have some questions? 


SINGLE OR JOINT SERVICE ASSIGNMENTS VERSUS INDIVIDUAL SERVICE 
PROCUREMENT 


Mr. Porr. I know this is undoubtedly overgeneralization, but it 
seems there are at least 3 broad alternatives to the whole problem of 
procurement, warehousing, and distribution, that is, the single-service 
procurement policy or joint unified policy or the policy of the 3 sepa- 
rate services buying and using and distributing their own needs. 

Now, realizing that it is ov ergene alization, which of those 3, or 
a combination of the 3, does the Air Force feel is the more practicable? 

General Coox. No 1 of the 3, Mr. Congressman. We feel that there 
is no one of them that would best fit all circumstances or all prod- 
ucts. We feel that there are certain items such as subsistence in which 
it prob: bly is advantageous to have 1 service buying for all 3 services. 

There are other commodities where it would be to our advantage 
to have some joint agency, such as the petroleum purchasing agency, 
purchasing for the 3 services, and there are other items that we be- 
lieve, the remaining items, we believe should be purchased by each of 
the 3 services. 

It is a matter, really, after all, of good business judgment and ef- 
ficiency, and we don’t think that we should be limited in the way in 
which we do a certain thing to any one particular system. We should 
be enjoined to use the system which is most efficient, most effective, and 
most economical. 
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SUPPLY MANAGEMENT AND REORGANIZATION PLAN NO. 6 


Mr. Porr. Now, let me follow that up with this question : 

Do you think that proposed Reorganization Plan No. 6 will facili- 
tate an integration of warehousing and distribution program or should 
it be left as it is? 

General Coox. I don’t visualize that plan No. 6, as I have studied 
it, would cause any great change in the system that exists today. 

Mr. Porr. In other words, the Assistant Secretary would more or 
less take the position of the Chairman of the Munitions Board ? 

General Coox. Correct. I don’t visualize there would be any 
marked change at all. 

Mr. Rreuiman. Are there any other questions, Mr. Poff? 

Mr. Porr. No. 


Mr. Rreniman. Mr. Balwan has one more question. 


STOCK FUND STUDIES 


Mr. Bauwan. At the top of page 9 of your report you mentioned 


that additional studies are under way to determine whether other 


items of supply in the category of general supplies may be suscept ible 
to stock-fund financing. 

Would you provide us with some other reports on these additional 
studies, what they are, what progress has been made on them ? 

General Cook. Yes, we will do that. 

(The material above referred to is as follows:) 


USAF Strupres CoNcCERNING THE EXPANSION OF STOCK-FUND FINANCING 


A. The Air Force has been studying the various property classes to determine 
the feasibility of expanding stock-fund financing activity to cover additional 
areas. A list of property classes and subclasses which might be considered ap 
propriate for such financing, developed on the basis of a preliminary survey, 
inclosed as tab A 

B. Drafts of proposed charters for the Aviation Petroleum Division and the 
Medical-Dental Division of the Air Force Stock Funds have been prepared and 
are being circulated for coordination and approval by the Air Staff and the 
Department of Defense 


Class symbol : Description 

04B Rubber materials. 

O4C Rhtubber casing, tires, and inner tubes, 

04D Antifriction bearings and maintenance parts. 

O6B Lubricants, corrosion-preventive compounds, fuels, co! 
pressed gases, and cylinders (ground equipment; space 
heating and lighting). 

Paints, soaps, dopes, and related materials. 

Photographic supplies. 

Special purpose clothing. 

Personal equipage. 

Insignia, decorations and badges 

Hand tools, edged, non-powered. 

_Preassembled tool kits 

Hand tools, edged, nonpowered. 

Measuring tools, Craftsman’s. 

Abrasives and abrasive materials 

Aerial delivery equipment, paulins, protective covers, and 
survival equipment—Parachutes and vests only 
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Description 
__Textiles, leather, fur and cordage. 
Notions and fiindings. 


___._.Lumber and lumber products. 
) Metals, ferrous and nonferrous. 
23B ___Composition materials. 
»4 _.Chemicals 


25B __Office supplies 

2) _. Hardware 

30 Blank forms, publications, and drawings (except 30D, tech- 
nical books, periodicals, catalogs; and 30J, specifications ). 

6 Musical instruments, accessories, maintenance parts and . 
supplies. 

x7 Athletic and recreational equipment (only specific supply 
items) 

Ss ___. Timekeeping navigational, optical instruments, related 
equipment and supplies (consider “personal” equipment , 
such as watches, binoculars, sextants, etc.). 

413 Packaging materials. 

O1A Complete engines and maintenance parts, nonaircraft. 

51H Engine electrical systems, accessories and maintenance parts. 

511 _.Pngine fuel system accessories and maintenance parts. 

51d ______.Engine air and oil filters, strainers, cleaners and maintenance 
parts. 

51K . _Engine cooling and exhaust system assemblies and mainte- 
hance parts 

52A Eo _Vehicular cab, body and frame assemblies and maintenance 
parts. 

52B _Vehicular power transmission assemblies and maintenance 
parts 

O20 Vehicular brake, steering, wheel and tread assemblies and 
maintenance parts. 

52D Vehicular type accessories and maintenance parts. 

52 Special-purpose vehicular fuel servicing. 

52F Special-purpose vehicular fire-fighting equipment and main- 
tenance parts 

52G s __Miscellaneous special-purpose vehicular mounted equipment 
and maintenance parts. 

52H % _Special-purpose maintenance parts for construction machin- 
ery, road-maintenance equipment, and crane-mounted 
equipment 

56 Subsistence. 

8 ___..Railroad equipment and maintenance parts. 

5o ..Building materials. 

63 _.Flags, bunting and insignia. 

67 __.Forage and seed. - 


Cemeterial and mortuary equipment and supplies. 


Mr. Rieutman. Thank you very much. 

I think that concludes all the questions we have for you, Mr. Sec- 
retary, and General Cook and Mr. Golden and Colonel McCawley. 
We appreciate your coming over here and giving us this information. 

Secretary Lewis. I am glad to be here. 

Mr. Rrenuman. I am sure that we will be seeing you in the future. 
We are going to follow you closely and we want to have your coopere= 
tion and we want to cooperate with you. 

Secretary Lewis. We welcome these discussions. 

Mr. Rreutman. Thank you very much. 





MILITARY SUPPLY MANAGEMENT PROGRAM LS9 


STATEMENT OF CHARLES S. THOMAS, UNDER SECRETARY OF THE 


NAVY; ACCOMPANIED BY VICE ADM. CHARLES W. FOX, CHIEF 
OF THE OFFICE OF NAVAL MATERIEL; REAR ADM, MURRAY 


ROYAR, CHIEF OF THE BUREAU OF SUPPLIES AND ACCOUNTS; 
AND GEN. W. P. T. HILL, QUARTERMASTER GENERAL, UNITED 
STATES MARINE CORPS 


Secretary Tuomas. As I think you know, I am new at this job; 
I am just getting started in it, and I would like to say at the beginning 
that I am very pleased that this committee is looking into the Navy 
supply system. The reason I say that is that I think the Army Air 
Force and the Navy and the Marine Corps are the largest buyers in 
the history of the world. The world has never seen procurement on 
the vast scale we are doing it, and I think it is paramount that we do 
a good job and I think we need your help. 

Mr. Rieutman. We deeply appreciate your spirit, Mr. Secretary. 

Secretary Tuomas. | think it is a team job; we have to have the 
he lp of everybody. 

If I may, I would like to take a few minutes and tell you of my 
appraisal of the Navy supply system and some of our problems. 


THE NAVY SUPPLY SYSTEM 


I think, first of all, the Navy has an excellent system. It is an in- 
tegrated supply-management system, and when you say that you are 
talking about procurement, receipts, storage, distribution, and dis- 
posal, all of which go together to make an Integré ited s ystem. 


PROCUREMENT 


Looking at each one of those in order, taking procurement first, 
I set up the first procurement division in the last war for the Bureau 
of Aeronautics, for Mr. Gates, the then Assistant Secret: ary of the 
Navy. That w: ‘? in tl he early part of 1942, and if you remember, prior 
to that time the Navy bought everything by competitive bidding. All 
S¢ rvices did: they h: id ho richt to buy on negotia ted contract. After 
the Second War Powers Act we were plummeted overnight into pro- 
curing on a negotiated-contract basis. Prior to the Second World War 
the Navy had not procured in large quantities, and overnight it was 
ballooned and we assumed a tremendous supply burden and a tre- 
mendous procurement burden, and what we did at that time when I set 
up the first procurement division in the Navy was that we got experi 
enced people in buying and procurement and they went into technical 
bureaus, sat with technical officers and bought technical items accord- 
ing to specifications. 

They made the business deal and it was a combination of experienced 
procurement people and experienced technicians, and that system still 
pre vails in the Navy today. That was expanded then from that divi- 

sion all through the Navy. It prevails today, and I think it is basi- 
cally the soundest system you can get in procurement, particularly 
where you are buying large amounts of highly specialized items. 
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The net result is that Navy procurement is decentralized in opera- 
tion but centralized in control. In other words, we are buying in 
decentralized areas, Navy Tabchegtingy offices, various activities, but 
all that activity is centralized and controlled in one place. 

When talking about centralized procurement, I would like to say I 
think centralized procurement is very much oversold. We are now 
buying in quantities that we never conceived of before, enormous quan- 
tities, and beyond a certain point, I have found in my business and I 
think it applies to the services, beyond a certain point you reach the 
point of diminishing return in prices. If we are going to spread the 
mobilization base, and I am for that, we are going to have to buy in 
different areas, and you have different prices in different areas, dif- 
ferent wage scales, different costs, and different overhead, and if we 
are going to spread our mobilization base and buy from a lot of dif- 
ferent companies in a lot of different areas you are not going to buy 
everything at the same price. I don’t think we should buy with too 
much of a range; prices should be close together, but we can never 
ian one or two companies and get the same price and, 


buy rep ) more t 
at the same time, spread a mobilization base. Our buying is on such 
a ‘el anh it has to be decentralized and, in my opinion, if you 
centralize it in one place you not only do not get a better price but you 
also lose yourself in paper work involved, so I belli ‘ve in the decentral- 
ized procurement but it has to be properly controlled in one central- 
ized place, and I will explain later how we do that. 

As I said before, our system today is a combination of trained 
buyers teamed up with technical people buying to their specifications. 


STOCK RECEIPT 


The second thing in the integrated supply system is receipts, and 
this means, basically, receiving and identifying. It is more a matter 
of paper records than an ything else, and the Navy has good records 


in that respect. 


WAREHOUSING 


The third is storage, and I have been through many Navy ware- 
houses with people from Sears & Roebuck and Montgomery W: ard, 
and other industries, and they will tell you that the Navy leads in 
warehousing systems. 

We developed palletizing, which is now used all over the country. 
Our principal warehouse trouble is that our warehouses are loaded 
with obsolete material. You were talking about that when I came in. 
I am going to talk a little more to that because that is our No. 1 prob- 
lem, warehousing. Otherwise, our warehousing system will compete 
with any that I know of 

Distribution is the nacoer of proper inventory and inventory con- 
trol—I_ will cover that later. 


SURPLUS DISPOSAL 


Then you have your disposal, which is disposal of obsolete and 
surplus items, and that is our most serious problem and that is the 
one that we are going to need help on, and we solicit your help on this 
particularly. 


= _ 
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I think that this problem has been brought about primarily by sev 
eral different factors. First is the accumulation from the last war, 
items carried over from World War II. As you know, we bought bil 
lions and billions worth of items, and you are ‘bound to carr y over, and 
we did. Also, there has been the rapid acceleration of mobilization 
since Korea. That has been another thing that loaded our supply sys 
tem, and I ask you to remember that one of the troubles the services 
have is that we either demobilize too fast or we mobilize too fast and 
we have a very sharp series of acceleration and deceleration and it is 
very difficult to have a well-balanced supply system on that sort of a 
basis. It throws a tremendous burden on our supply system. It would 
have the same effect in any industry, and any industry that I know of 
could not absorb that quickly the tremendous demands that are thrown 
on it. 

Another thing is that the General Service Administration’s dispos: il 
procedures have been much too complicated for us to handle. It in 
volves a tremendous amount of detailed work, for small items, paper 
work, and, frankly, we have not had the personnel to do that at most 
naval establishments. 

Another factor that is very important is fear of local someeycety 
that they are going to sell some thing and it is voing to be resold at : 
higher price and the y are going to hear from the Navy and ever ood 
else, and I think you will recognize that this is bound to happen. If 
we are going to dispose of large quantities, the quantities we have today 
we are going to make some b: id sales somewhere along the line, but yo ur 
average shoul | be good and | think it can be controlled, and I think 
it can be controlled within a reasonable figure. The difficulty has been 
that to protect ourselves against those few mistakes we have really 
accumulated and kept items that are completely obsolete and the 
result is that we have loaded a lot of warehouse space with things that 
we have no need for, and we would loosen up that and would not have 
to build additional warehouse space. 

The Navy has, and I think you are interested in this, very recently 
submitted a new plan, approved by the Department of Defense, which 
is going into effect on the 24th of July, and the General Services Ad- 
ministration has also agreed to this plan and it is going to speed up 
our disposal without any question. 

Now, we hope this will solve the problem; we are not sure it 
will, but we hope it will, and if it does not we are going to have 
to come to you for some real help. 

Mr. Rieuitman. If it is effective in your service it could be across the 
board to the other services. 

Secretary Thomas. Well, it is across the board, and we have to see 
a practical application of it now, and if it works, fine, but otherwise 
we are going to come and ask for some real help. 

Now, an important part of this integrated supply system—— 

Mr. Porr. Excuse me. I understood that you are going to explain 
what that plan is going to be, that disposal plan. 

Secretary ‘Tuomas. Admiral Fox is going to give you that in some 
detail later on, and will give you all the ‘det ‘ils, 

Mr. RresumMan. Will that be all right ? 

Mr. Porr. Yes. 

Admiral Fox. I will be glad to leave the plan with you. 
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INVENTORY CONTROI 


Secretary Thomas. An important part of this integrated supply 


system a proper inve ory. inventory control, and cataloging. 
* Looking at each one of these items, we will start first with inventory. 
The Navy has an inventory of all items, a complete inventory of every 
item it has, and each what we call supply-demand control point gets a 
unit inventory every ont t m all primary and secondary supply 
points, so in a centralized place every 3 months the Navy knows what 
its inventory is throughout the system 

Inventory control, of course, is the crux of any sound merchan- 


dising program, and nventory contro! is know ng what to buy against 


what vou have on hand and what will be used, based on known usage 


factors. First, know what you have, know what your requirements 
are going to be, and am +o that p eee stock levels at whatever place 
vou decide the stock leve 8 should | Ve, 

, I happen to know soi { ng about this, the Navy’s inventory con- 
tro] program, because 1n 1944 I was ealled in by Mr. Forrestal and 
asl ed to set up an inventory control pre oTram for the Navy. I take 
no credit for that because all I did—I took about 2 or 3 weeks to find 


the top inve ntory men io the United States, which means the world, 
al d t] ey came out of pl wes | ke Montgomery Ward, Sears & Roebuck, 


who had large warehouses, mail-order houses, retail outlets, and that 
parallels pretty much the Navy’s problems, and we got a group that 
came down in 1944 and worked with the Navy and set up what is today 
the Navy’s inventory control program. I can say it was set up by the 


best group of inventory control people in the world, I think, with- 


out question. These people have come back from time to time and 
checked to see that it 1s work ng, and they have hel) ecl to improve it. 
and [I would say there is a constant state of improvement. It is an 
industrial type of inventory control program, and I think if you went 
out today and started to do it all over again vou would set up exactly 
the same program. I know of no better « 1e in any industry. 


Now, cataloging is very important because. as vou know. that is 
identifying your items and not having duplication, overlapping, and 


| just ask you to remember a fe W th nes, 
At the start of the ist war the Navy had no stay dard catalog. 
I also ask you to remember t] late as 1938 the Navy’s budget 


il 
was only $528 million, about a half billion dollars in 1938. We had 


small inventories; shipyards used local stock numbers. They knew 
what they had in that local Navy yard If another Navy yard 
wanted someth r tlie illed ya id cd tified it « ver the tele phone 
or by letter and it could be picked out because you were not dealing 
with large inventorie With your $528 m llion total see a oreat 
deal of that went into equipm ind unpower and the materials 





and Sup] yend was not ur , . partic larly of technical es 

Of cou rse, then, you had th e tremendous expansion from the w: ar 
and everything was pyr imided and ballooned, and vast quantities 
of merchandise poured it ito the supply system. 

I was sent out in 1943 te e Naval Supply Depot at Oakland. They 
were having trouble: they’ were be hind j in thei ir paper work. and the ‘V 
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were pretty confused out there. I found in that one warehouse where 
they were sending things to the Pacific theater, and that was the seat 
of most of our supplies for the Pacific theater during the war, they 
had $426 million of equipment in that one warehouse. That goes 
from a half billion dollars for the total Navy budget in 1938 to nearly 
a half billion dollars in one warehouse, and no industry or no system 
could handle any expansion such as that. They were behind in their 
paper work. But I don’t criticize that because, as I say, no industry 
or nobody could handle an expansion that rapidly. 

Now, we set up in New York, and we had about 2,000-3,000 people 
working on that catalog up there, and we started to set up a modern 
catalog. Now, that is a tremendous job, more than most people have 
any idea of. We have in the Navy approximately 1,400,000 items, 
and today we have approximately 1,050,000 of those identified and 
cataloged. 

Now, the best way I can relate the size of that—Sears, Roebuck & 
Co., for instance, who is the largest merchandiser in the world, catalog 
100,000 items, so we are cataloging now 1,400,000, and we started 
from a real cataloging system. We have had a cataloging system for 
a long time, but we started with the real workload 10 or 12 years ago, 
so it is not easy to organize that vast a project in that length of time. 

Our catalog numbering Is, IN My Opinion, the Most modern type 


that you have. It is what we call the use of significant numbers. 


There is a series of letters and numbers, and your first letter, for 
instance, denotes the supply demand control point. That is where 
that particular item is controlled. The next two digits denote the 
classification of the item; 41, for instance, is hand tools, and that is 
one of 99 different classifications of items. We have hand tools, ma- 
chine tools, rubber goods, steel, and you can look at your classifica- 
tion—trained inventory people—and know right off the bat what that 
classification means. 

Our next letter is the first letter of the generic name of the item— 
S for steel, H for hammer. The next series of numbers denote exactly 
what the item is, whether it is a ball-peen hammer, and the size of 
it, or whatever the item is, so our system of cataloging ties into our 
supply-management and fiscal system. Everything in it means some- 
thing. It is not just a letter to identify the item, but it ties into the 
stock-control point, ties into the fiscal svstem, right down to the identi- 
fication of it. It is entirely different than the new Standard Federal 
Stock Catalog, because that is a series of numbers that identifies the 
item, and that would be of no help to us in our integrated supply 
system. 

I think I can say to you that on the whole our system is a very 
modern system, and I hope we can concentrate on perfecting it rather 
than changing it. because I think the changeover would be terrific. and 
I think we have the best system in the country if we can perfect it and 
improve it as we go along. 


SUPPLY PROBLEMS 


Now, I have told you we have a good system, and we have, but we 
have some real problems, and they have been caused to a great extent. 
by these sharp ups and downs, and these difficulties have been brought 
about by three different factors which I have covered before—the first 
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one, the large carryover of technical items from the last war, many 
of which have now become obsolete and are of no value; and then the 
fear of disposing of items bec: = of the possibility of some of them 
being resold, and they might be discredited for that; and then the 
last one is the reduction just before Korea and then the rapid expan- 
sion after Korea, and this caused overprocurement of some items in 
some areas and surpluses in some areas, but again I would like to say 
that I don’t think any industry could stand that rapid acceleration and 
not have the same problem to a certain extent. 

Now, we have these problems, but I can tell you honestly I think 
ve know what they are and we are working on them. 

One of the things about a good supply system is that it points out 
your weaknesses; it points out where your troubles are, and if you 
know what your troubles are and don’t correct them it is your fault, 
and I think we know pretty well what they are. 

One thing I will pledge you, we will tell you about our problems, 
put them on the table to you and never cover up any of them, because 
I am a great believer that when you have a problem, the sooner you 
bring it out the better off you are. 


AVIATION SPARE PARTS 


Our largest problem here today is aviation spare parts, and that 
is the most difficult of all inventory problems in all services, there 
is no question about that, because your airplane models change from 
time to time; one line runs out and you go into a new model so you 
have to buy your spare parts for the life of that particular airplane 
because once the line is shut down there are no more spare parts com- 
ing out, and on that, whether we want to admit it or not, use of spare 
parts is still in the realm of guessing; we are still guessing a lot 
at what will be used and what won’t be used: there is a lot of guess- 
work. I think you will agree there is no deader inventory than a 
wing or other spare parts of a defunct plane. 

Now, today in this particular field we have on hand practically 

billion eight hundred million dollars in inventory of these spare 
parts. It is a carryover from the last war, and it is the accumulation 
of up-to-date procurement and buying. Now, we figure in this billion 
eight hundred million that there is approximately 600 million that 
is obsolete and surplus. I think that is a fairly good guess. We 
know what the total amount of these items are, but our main problem 
now is that the inventory is not properly broken down into different 
layers. In other words, we don’t know exactly; we say $600 million. 
But we don’t know exactly that it is 600 million; that is our best 
guess. We don’t know exactly what amount in there is surplus; we 
don’t know exactly what amount is used and repairable material. We 
don’t know what belongs to the Mutual Defense Assistance Program 
and we don’t know exactly what is current. I think it is obvious you 
cannot properly operate an inventory that is not so identified and 
classified. 

Now, I have asked Admiral Fox and Admiral Royar over here to 
take the best supply corps man they have and assign him to that 
one particular job only, and to do it under their supervision and under 
my supervision; that will be the only assignment he will have, and 
he will be given that and nothing else, and I don’t know how better 
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you could do it because we know what our problem is, because it is 
obvious and patent. The only thing I can promise you is that we 
are going to give it a real whirl; I think we can do it; I am not sure 
of the length of time. I think it can be done; it is an enormous job, 
but I can tell you we are going to give it a real try. We are conscious 
of it and are going to work on it. We have other problems that I 
don’ think are as important as that particular one. We know what 
they are and we are in the process of approaching them on a specific 
basis, each problem as such. 


THE NAVY SUPPLY CORPS 


So in conclusion I would like to tell you that I really believe that 
the Navy has basically an excellent supply system. I think we have 
fine officers that would rate very high in industry, and I know in our 
Supply Corps many officers that could go out in business today and 
get much more than they are being paid, but they like the service, 
and I don’t blame them for that and, of course, there are certain sat- 
isfactions that go with the service that attract them. 

We have, for instance 570 officers in the Navy with master’s and 
doctor’s degrees in business management. They are sent out into in- 
dustry; they are sent to the Harvard School of Business and are 
trained in management; they are specialists, and I am very proud 
of the Supply Corps. 

I think we have terrific problems, but the ups and downs of mili- 
tary supply are difficult. Iam very proud of the Navy Supply Corps. 

As I said before, we have problems, and if you will give help I 
think we will turn out a fine program for you. 


INTERDEPARTMENTAL COOPERATION 


There is one more statement I would like to make, and that is—I 
heard the discussion here of what are we doing to integrate the supply 
systems of the 3 services, and I have talked already to the other 2 
services and have said to them, now, when we get our secretaries that 
are going to handle the supply end for our service let’s start them 
out right from the first day working together and let’s take the best 
ideas from the Air Force and the Army, and we will give them the 
best idea we have in the Navy, and let’s try to start right from the 
first working as a team and integrating and exchanging our better 
ideas, and I think we will do that because I think we all have the 
interest and desire to do it, and I am hopeful that will be done. 
After all, when you get through, you can’t legislate a good supply 
system. If your people want to work together as a team, you have 
a chance, and I think you are going to get a good supply program. 

Mr. Rreutman. Mr. Secretary, we appreciate your interest and your 
forthright . itement here as to what your plans and programs are 
within the Navy, and may I assure you that you are going to get 
every bit of help from Capitol Hill from this committee in that re- 
spect, because we have a tremendous interest in the same problems you 
are confronted with. 

Mr. Poff, do you have any questions you would like to ask of the 
Secretary ? 
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Secretary Tuomas. I would like to say one more thing. I would 
like to turn it over to Admiral Fox, Admiral Royar, and General Hill, 
and they will give you all the information they have broken down. 

Mr. Rreniman. Then we will refrain from asking you questions, 
and we would like to hear from Admir: al F OX, if we could. ] think he 
has a very brief statement to give to the committee. 

It was my understanding that you might like to speak briefly for 
5 minutes. 

Secretary THomas. I was supposed to do that, but I ran over. 

Mr. Rrenitman. It has been most interesting and helpful to the 
committee to see the spirit within your department, and we are per- 
fectly willing to listen to you at length. However, it is right on 12: 30, 
and we will stand in recess until 2 o’clock this afternoon. 

Thank you very much. 

Secretary Tuomas. You are very welcome. 

(Whereupon, at 12:30 p. m., the hearing was recessed until 2 p. m., 
the same day.) 


AFTERNOON SESSION 


Mr. RreuimMan. Gentlemen, we will proceed. I understand Under 
Secretary Thomas would like to make a further statement. 

Secretary Tuomas. I did not want to leave the idea I was for single 
service procurement, because I am definitely not. One of the news- 
paper ladies came up after the morning session and asked me if in 
regard to the three service secretaries I said that I recommended they 
get started early in procedures working together to effect the consoli- 
dation of the purchasing for the Army, Navy, and Air Force. I think 
that is more for coordination, with no intent of a single service, be- 
cause I think the volume of that and the weight of it would just bury 
us. Single service procurement in some areas I think is all right. 
I think you have to choose your area pretty well. Nor do I favor a 
fourth service of supply. 

Mr. Rreuiman. Thank you for clarifying that for us. The first 
witness this afternoon will be Vice Adm. Charles W. Fox, chief of the 
Naval Materiel Division. 


STATEMENT OF VICE ADM. CHARLES W. FOX, SUPPLY CORPS, 
UNITED STATES NAVY, CHIEF OF NAVAL MATERIEL 


Admiral Fox. Mr. Chairman, I have no prepared statement. I do 
have some notes here that I would like to talk from and to give you 
my idea of this problem or, rather, of the three phases of it. 

First I would like to identify myself. I am Vice Adm. Charles W. 
Fox, chief of Naval Materiel. I ama Supply Corps officer and I have 
been in the Supply Corps for 36 of my 40 years in the service. I have 
done nothing else but supply work. So if there are any omissions or 
commissions on my part it is not because I have not had ample ex- 
perience. 

Mr. RiruiumMan. We appreciate your giving us that information and 
I am sorry that I did not ask you in the first instance to identify 
yourself for the record, sir. 

Admiral Fox. Well, I wanted to get that in. 
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SCOPE OF THE NAVY SUPPLY SYSTEM 


I think it would be well for the committee to break this down into 
(nree phases. First, briefly, the magnitude of the naval supply busi- 
ness; and, secondly, the system that we have set up to operate this 
business; and, thirdly, the personnel that we have to perform these 
functions. 

Now it has been said that in the colonial days it required 4 pounds 
per month to support a man in the field. In World War I it required 
approximately 4.4 tons per month per man. In World War II it 
required approximately 44 tons per man oe month. 

So, you can see that the progression of supplies, that is, the ratio, 
has increased tremendously, as is apparent from those comparisons. 

Now rangewise in the Navy we are concerned today with 1,379,000 
items. They are separate and distinct items of supply. The total 
value of our inventory is approximately $15 billion. 

The nearest thing that we have in industry that I know of is the 
Sears, Roebuck & Co. Sears, Roebuek—and I checked it recently—is 
now approaching 130,000 items. or about 10 percent rangewise. The 
value of their inventory on the 31st of December was approximately 
$450 million. Ours is $13 billion, or 26 times that. I will speak 
inore to that a little later. 

At the beginning of World War IT we had approximately 300,000 
items to contend with in our supply system, of which about 75,000 were 
so-called common or general stores items. They are items of hardware 
that you could get in any big hardware store or general store—the 
general housekeeping type of items, plus hardware, tools, etc. There- 
fore about 225,000 of the 300,000 items that we might say were tech- 
nical items controlled by the individual bureaus. 

The control of our technical items, as distinguished from common 
items, up to the beginning of World War II was largely accomplished 
through buying sets of spares from the contractor when we bought our 
equipments, packed in kits or boxes; and the process was simple. 
We placed the boxes aboard ship with those components, and as the 
individual parts were used we simply placed orders with the manu- 
facturers to furnish replacement parts. 

With the advent of the war, due to the terriffic expansion of the 
Navy and the very great technological advances which were made, it 
thrust upon us a tec hnical supply problem that industry simply could 
not handle by the old method. That was the furnishing of parts in 
kits or boxes, with the equipments, and then replacing the individual 
parts as they were used. We might say we were forced into the tech- 
nical parts business—and this is very important—because we now find 
ourselves 100 percent in the technical parts business, and it amounts 
to 1,800,000 items of our total range of a little less than 1,400,000 items. 

We have about 95,000 items today of common parts, and almost 
1,300,000 technical items. So in round figures the ratio is about 13 to 1. 

Now from a storekeeping standpoint the difficulty with technical 
items and common items is that there is no comparison between them. 
For instance, I think most anyone knows what a carpenter’s hammer 
is, but there are very few people that know what a notch-block pin for 
a steam turbine is. I do not know if I would recognize one if I saw it 
today, but in cataloging technical material we found 1,181 different 
numbers for the same identical notch-block pin for a steam turbine. 
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When you get into many of the common items, they too have a 
multiplicity of numbers, depending on who suppliesthem. SoI would 
like, if you will, to have you kee} _p in your mind the differentiation 
between this relatively small pile of common items and this huge pile 
of technical items. There is where our trouble is. 

These common items are not much trouble. They are completely 
cataloged. They are under control. We know they are all in one pile 
in the Navy, and there is only one source from which these items are 
used. Every Bureau obtains them from the same pile. The stock is 
financed by the revolving fund and it works very well. 

The technical items are owned by the several Bureaus. They, too, 
are under inventory control. I would like to go into the cataloging 
briefly now. 


CATALOGING 


Cataloging with the Navy is not new. Back in 1891 the then Pay- 
master General in presenting the budget, and I quote here, said: 


In the matter of arranging, classifying, sorting, and consolidating supplies, 
much remains to be done. The Bureau has estimated $10,000 for this purpose. 


This was back in 1891. In 1914, faced with the problem of about 
10,000 common items—and remember again, maybe I have this 
a little bit Salaried, but we are back in 1914, when we were not 
concerned with technical items because we were getting them with the 
equipme nts and by and large the contractors determined what we were 
to get, and as explained previously these spare parts were furnished 
in spare-part boxes. Thus the 40,000 common items were really our 
sup yply prob lem. 

Then in 1914 we started the Navy Standard Stock Catalog. When 
we went into World War I [ that catalog served us very, very well. So 
much so that shortly after the war General Lord—I believe he was 
known as the coordinator, and it was afterward—I think after Mr. 
Dawes came in, it became known as the Bureau of the Budget—was so 
impressed with the Navy’s catalog at that time that he recommended 
it be adopted for general use in the Federal departments, and that 
each of the Federal departments should contribute to it to make it 

Federal catalog. 

In fact, the 1929 Appropriations Act included a provision for 
the Federal Standard Stock Catalog. The Navy Standard Stock 
Catalog, including the Navy standard stock-n umbering system, was 
used as a format for that first consolidated Federal catalog effort. 

In 1932 this program was transferred to the Treasury Department. 
In 1944, the President directed the Director of the Bureau of the 
Budget to proceed immediately to secure the preparation and main- 
tenance of a United States Standard ( ‘Commodity Catalog. He was to 
proceed immediately, but it was just 1946, 214 years later, before the 
plan was submitted. 

In the spring of 1949 Public Law 152 was enacted, providing for 
a Federal catalog system. 

The point I would like to make here is that for 20 years, from 
1929 to 1949, the responsibility for this cataloging effort was not 
the Navy’s, nor the Army’s. It was in the Treasury Department. So 
for 20 years the onus was not on the military services. 
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Now in July of 1950 the Administrator of the General Services 
Administration, who was given the responsibility for this overall 
Federal cataloging program under Public Law 152, delegated the 
responsibility, insofar as the Department of Defense was concerned, 
to the Secretary of the Department of Defense. Backing up 6 years 
now to 1944, when we started our first supply control point for a 
category of supplies, which was the aviation-supply system in Phila- 
delphia, and we found that a catalog was essential to supply manage- 
ment. You simply could not have an eflicient supply activity w ithout 
a catalog of what you had in your system, and then your customers 
also knew. 

In 1945, a year later, I was sent up to Mechanicsburg to spread 
the gospel of this same system into another large segment of our 
technical supplies known as Ship’s Parts. We set up the Ship’s Parts 
Control Center as our second Supply Demand Control Point. I im- 
mediately initiated a cataloging program for Ship’s Parts. About 
that time the question arose as to the legality of starting these inde- 
pendent catalog efforts, since the law had vested the authority in the 
Treasury Department. But the Treasury Department was mainly 
concerned with common supplies, common among all the various 
Federal departments. We were concerned here with highly technical 
material. 

It was at that time, late in 1945, that the Navy Office of General 
Counsel rendered a decision, the effect of which was that the Navy was 
free to proceed with its own cataloging program. 

Now at —_ nt we have cataloged in the Navy 1,059,000 items of a 
potential 1,379,000. In other words, we are within 320,000 items of 
completing our cataloging program. 

I would like to make it very plain at this point that I think many 
of us who think of cataloging envision a Sears Roebuck catalog or 
some other house catalog, Dut ours is a program which requires the 
integration of the catalogs of thousands of suppliers that we do busi- 
ness with into a common catalog with common numbers. We want 
one number to designate every item that we have. As I mentioned 
some time before, we found 1 item with 1,181 numbers. We have 
found many items with hundreds of numbers. They are the same, 
identical items. 

It is our estimate that across the board, for every item you can put 
your finger on, there is an average of at least 50 different numbers for 
that item. 

Mr. Chairman and members of the committee. I think that will give 
you some idea of the magnitude and complexity of this catologing pro- 
gram, and the enormous amount of engineering research that must go 
into identifying these items. We must be very careful when we get 
two items to make sure that they are the same, because there are the 
savings in the cataloging program. 

A simple example is is you have found that you have items in 4 
different bins under different numbers and different names, which are 
in fact the same item, you give them 1 number and put them all in 1 
bin. Then you have three bins for other uses. You need less person- 
nel, less investment in stock, and it makes for greater efficiency and 
for better supply service. 

Mr. Batwan. May I interrupt there? Will the admiral explain 
to me how it comes about that these parts accumulate various numbers? 
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I think it would be very helpful if you could explain to the commit- 
tee how a part can ace umulate 1,100 numbers. 

Admiral Fox. Well, it might suggest that there is something un- 
toward in industry that would give a multiplicity of numbers to the 
same item. Generally the multiplicity stems from the number of dif- 
ferent firms which supply the same item. No two of them call it the 
same as regards numbers ~ the simple reason that Sears Roebuck is 
certainly not interested in putting Montgomery Ward’s numbers on 
their items. They put Slente Roebuck’s numbers on them. 

Now, oddly eae we have found one company, a very reputable 
company. too, that furnishes what we term in cataloging a part pecu- 
liar. It has only one end use. No other end use has ever been found 
for it. Specifically it is a piston for an air compressor of a refriger- 
ation unit that has 94 different numbers assigned to it by the same 
company. Only 1 company has ever made it, and it has 94 different 
numbers. The prices do not vary with this spread of numbers, but 
there is a vast difference in prices. 

I neglected to mention when I was pointing out the elements of 
savings, that one great saving is if you identify several items as being 
the same, although they have different names and numbers, the 1m- 
portant thing is to find out who made it. Let us take a bearing 
liner 

We found a bearing-liner assembly, as I recall it, for which we paid 
$63. We found another bearing liner that we paid $47 for and finally 
got down to $9.06. The $9.06 item was supplied by the man who ms ade 
it. He sold it to the other fellows, and the other fellows, both of them, 
sold it to us. 

So in identifying these identical items with various numbers that 
mean the same thing we constantly check the sources, that is, the 
manufacturing sources, feeling that usually when we find the manu- 
facturer we have the « heapest place from which we can buy. Some- 
times we run into some difficulty when we will find the so-called man- 

ufacturer, or as we call him in our trade, the assembler has a contract 
wth the manufacturer for his entire production. Then we have to 
buy it through the former. 

I do not think it is any secret generally that automotive parts—the 
same parts you will find in several of the medium-price cars, and light 
trucks, shall we say in General Motors and in the Chr ysler lines, vary 
greatly in price. For example the same clutch plate ranges in price 
from dealer A, $6.78; dealer B, $11.69; dealer C, $14.75; and from the 
fourth source, an automotive-parts company, the identical part cost 
$8.69 with a 40-percent discount to dealers. 

So there is a vast number of numbers, and that is one of the things 
that makes our cataloging program so extremely complex and re- 
quires the depth of engineering to establish the interchangeability, 
because again that is the payoff. We want to consolidate. 

To give you an idea, I gave you a total of 1,879,000 items. Last 
year when I appeared before Mr. Hébert’s committee it was 1,600,000 
items. The reduction is due chiefly to the elimination of items due to 


determining the “cates and duplic: ates.’ and getting them into a 
common bin under a common number. 

The comp yletion of a catalog on a Federal plane—and this is my 
own opinion—is something that should not be hurried, It should be 
an evoluti ionary process by and large. 
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On the progress, I am encouraged by the earnestness that is in the 
program and the objectivity. But very frankly, I am fearful at 
times that the impatience of some to get this job done on a given day 
is going to cause us to get something that is not going to ‘be useful 
for the intended purpose. That is precisely, a tool of supply. If 
the catalog cannot be used as a tool of supply, gentlemen, we are 
wasting every nickel we are putting into the program. Also, I think 
that the catalog should be made by supp ‘ly people generally. 

[ think we will find that carpenters tools generally were developed 
by carpenters and surgeons’ instruments by surgeons. I suggest that 
the cataloging program, if it is going to be successful, must have sup- 
ply know-how at the cataloging level. We have some. I question 
whether we have enough. 


PROCUREMENT SPECIFICATIONS 


One other facet of the complexity of our problem stems from pur- 
chasing. I would like to make this point to you, Mr. Chairman and 
members of the committee, that we have a very fundamental difference 
in purchasing, that is, public purchasing as contrasted with what we 
term private or industrial purchasing. We are purchasing on speci 
fications. While it may seem very simp le to the average person and 
he may say, “What could be simpler than to write down in plain words 
what you want, produce it in the number of copies , and ‘ ave every 
body who wants to bid on it come in and bid?” Well, what that does 
is it pits the technician who prepares that spe ification aga uinst the 
composite brains of eve ‘rybody who is goin o to enter this contest, sha] 
we say, to get the business. 

Too frequently the Government “gets the business.” 

L know that it would be very easy to say the answer is simple, be 
sure of your specifications. Without any attempt to be facetious I 
want to say that these specifications are in no wise different from the 
laws that are made by our legislative bodies. You and I know that 
the courts are full of contests because some interpret the law one way 
and others interpret it differently. When that happens to the Govern- 
ment in spec ‘ifications and this fellov be he ethical or unethical 
who has found that loophole in the specifications that he can drive 
through, the Government is hooked. The inspector has to pass it. He 
is tied by the specifications and we get something that we do not want. 
The contractor knew it. We know it—too late—and we pay for clos- 
ing that « gap in the specifications for the next buyer. 

But the odd thing is that that very contractor cannot be eliminated 
from the next bid. He did nothing that was wrong. He met the speci 
fications. But he could have known in his own heart that we were 
not getting what we wanted. Again, it is not really a purchase. It 
is a contest between bidders. 

Now, contrast it with private buying. If I represent a buyer, we 
will say the ABC Steamship Co., and Mr. Balwan represents a paint 
manufacturer, let us say, the XYZ Paint Co., and I go to him and 
tell him I want to get paint and I tell him the purpose for which I 
want it. His company has engineered this purpose. Perhaps there are 
three other paint companies who are also in on it, but when I make my 
decision I am going to buy that paint, and Mr. Balwan is elected, the 
other three fellows smile and bow out saying “Thanks, we hope for 








202 MILITARY SUPPLY MANAGEMENT PROGRAM 


better luck next time.” There is no one going to come in and give you 
a hard time because you did not give it to this or that fellow. The de- 
cision is final. 

However, the important point I want to make is that Mr, Balwan 
has not only sold me paint, but he has sold me the performance of that 
paint. He is going to stand behind it and if he does not he is going 
out of business. That is the basis upon which American business 1s 
predicated. There is a real warranty behind that product, not only as 
to the quality, but performance as well; and, by George, he is going to 
engineer it to see that I am satisfied, because he appreciates my bus- 
iness. 

Now that factor is absent in Government buying. That, I think, is 
the major and fundamental difference between public and private 
buying. 

There are many other obstacles we have in Government buying. 
I will just run through a few of them. 


THE BROADENING OF THE PROCUREMENT BASE 


The broadening of the base. I know you heard of it. Originally 
the broadening of the base was intended to get other dealers, particu- 
larly in situations where we had only one source for an important item. 
It is just good logistic planning to get additional sources, so that you 
are not depending ona single source. Therefore we wanted to broaden 
the base. 

However, along came small business and that became a banner and 
‘t was broadcast across the country. The effect of it was that it was 
not only made applicable to things hard to get, but it was made appli- 
cable to things easy to get. Specifically, when this started we had 
51 bidders on our bidders’ list for wooden pallets which we use in our 
storehouses. We buy hundreds of thousands of them. 

The 51 bidders provided all of the competition the Government 
needed to get good pricing. However, as a result of this spread, the 
base philosophy, and carry ing the banner across the country, across 
the breadth and width and length of it, we now have 776 builders vying 
for business 1n pallets. 

Gentlemen, it costs a lot of money to prepare these bid invitations 
and send them out, and it costs more money to evaluate them when 
they come in. We have to send out a lot of bids and do a lot of 
evaluating because if we leave anybody out then we are in trouble. 


OTHER PROCUREMENT PROBLEMS 


I will touch just briefly on some of the other obstacles. In the 
first place, to satisfy all of small business I am sure you would agree 
would be wiaely impossible. There are too many of them. I think 
we do a sple ndid job, We have a record we are proud of in our rela- 
tionship with small business. But to take a homely example, it is like 
a sandwich. It will suffice for 1 hungry man, but if there are 1,000 
hungry men there, only 1 of them gets the sandwich, and there are 
999 that must go hungry. The worst of it is that the 999 are likely to 
be irritated because they did not get the sandwich. 

We have that same problem in small business. There are just too 
many small-business concerns and we do not have enough sandwiches 
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to feed them. There are other items. Aid to small business; help 
distressed areas—which I am sure you heard of, and which places 
certain restrictions on procurement, dispersal of contracts for the 
obvious reason of providing less attractive targets in case of attack, 
buy American, buy Canadian; buy offshore to aid Europe, and many 
others. 


SINGLE AND JOINT SERVICE ASSIGNMENTS 


This brings me to single service and joint service purchase assign- 
ments, which I would like to speak briefly on. I wish to go on record 
as having no objection to single-service assignments in those cases 
where it has been demonstrated that there are economies and/or effi 
ciency in such consolidated procurement. But I suggest that there 
have been some such assignments made without taking the trouble to 
study whether the economies and/or efficiencies were there. There- 
fore, I strongly urge that before any further assignments are made 
that they be studied, before the fact and not after the fact. 

As to those that have been made, I think we should take a look at 
those, and I think we will find that some of them have not given us the 
benefits that were anticipated. 


CENTRALIZATION VERSUS DECENTRALIZATION OF PROCUREMENT 


There seems to be a growing popular opinion that if you could con- 
solidate this Federal procurement function, that you would overcome 
a great deal of the difficulties and would concentrate highly qualified 
people and the taxpayers would save money. I think it would be just 
the reverse. You would have a colossus that would be unmanageable. 
As Mr. Thomas mentioned this morning, the law of diminishing re 
turns would take over. 

I have only to point to industry. The trend there is the other way 
decentralization, Centralized control and decentralization of op- 
erations. 

I might point out that if a consolidated procurement office were 
good for the Government then I ask the question why does General 
Motors have 39 purchasing offices in their organization? And they 
do have 39. Ithink the Ford organization has even more. 

On the subject of consolidated procurement—and this is Mr. Wil- 
son’s picture on this magazine. This publication, the U. S. News 
and World Report, is dated December 30, 1949, when I am sure Mr. 
Wilson had no idea of coming into the Department of Defense. In 
the questioning he was asked: 

Do you go in very much for eliminating individual functions on the theory that 
one consolidated function will take care of all your units? I am referring par- 
ticularly to purchasing. 

Mr. WiLson. We think it would have just the reverse effect. We think if we 
did the purchasing all in one place we would have more people doing it and trying 
to keep a record of it and we would have less responsibility for what occurred. 
You see, besides buying the item you have got to get it when it is promised. Also, 
it must have the quality that was specified. It has to fit into the scheme of 
things. If you had somebody who was just a buyer and not interested in how 
the thing worked out, it wouldn’t be so good. Also, he couldn’t weigh other than 
the items to the price that entered into the transaction. There are a lot of other 
things that are concerned particularly in a continuing transaction, such as ours 
with our suppliers. 


35356—53——_14 
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He goes on further to state in answer to the next question : 


Are the buyers of these materials attached to each division in order to under- 
stand their own needs? 

The answer was: 

Yes. For instance, the man who is purchasing agent for the Pontiac division 
works very closely with the chief engineer. It is hard to define in complete speci- 
fications what some of these automotive parts really are. 

This goes on, and without boring you with the details, Mr. Chair- 
man, Mr. Wilson explains why the General Motors Corp. does not 
consolidate all purchasing in one place. 

With this trend toward centralization, or pressure from certain 
areas, Wé } have gotten into what I term fragmentation of our supply 
system. We have set up a central procurement agency for textiles and 

“aring apparel and now that is growing into a vertical supply system. 

"The re are those who advocate taking in the planning of quantities, 
purchasing warehousing, distribution, and the ultimate disposal in 
a complete vertical supply department. The same thing ts advocated 
for provisions, subsistence items, in the study conducted by the Uni- 


{ 
versity of Washington. 
I suggest again if you are going to make these independent vertical 
supply systems we will so run out of staff because, after all. many 


of the administrative functions are identical and you will not have 
enough staff to make the multiplicity of vertical systems by categories 
of material. Then some body is voing to wake up pre tty soon and say, 

“This is silly. Let’s put them all together. F ‘ourth Service of Supply” 

I am against it, but if we are going to have it, let’s face facts head on. 
Let’s not creep into it by the backdoor approach, and that is exactly 
what we are doing if we set up separate supply systems by categories. 
I think it is bad. 

So much for our problem and briefly our system. 


rHE NAVY SUPPLY SYSTEM 


I would like to show you this with our charts. We have 13 sup yply 
demand control poi ts; 51 major and secondary - yply activities in 
the field. These 13 sup ply demand control points ea ch control a spe- 
cifie category of material for the Navy. The 13 are coordinated by 
the Bureau of Supplies and Accounts—Admiral Royar’s bureau. 

So again we adhere to the concept of centralized control and decen- 
tralized operations within the Navy. The whole makes our inte- 
grated sup be system. 

I want to show you that we have accomplished the prerequisite of 
good supply. That is, we know what we have: how much we have; 
and where it is located, wherever it may be. 

[ think it would be well for me to give you this chart presentation 
because I think the charts will enable you to get a clearer picture of 
the system. 

This depicts the setup from the beginning. The Joint Chiefs of 
Staff and the plans being distributed to the Air Force, Navy, and 
Army. We will be concerned with the Navy from here on. 

By the way, I have a supply of pamphlets giving this complete 

resentation with the text, and I would like to leave sufficient copies 
with Mr. Balwan so he will have a copy for each member of the com- 





MILITARY SUPPLY MANAGEMENT PROGRAM 205 


mittee. This depicts the Bureau organization. The Bureau of Ships 
is concerned with ships; the Bureau of Air is concerned with air; 
Ordnance with ordnance; the Bureau of Docks with shore installa- 
tions; and here we have the three bureaus concerned with personnel : 
The Bureau of Medicine and Surgery, the Bureau of Supplies and 
Accounts, and the Bureau of Personnel. 

The Personnel planning, to show you the breakdown, comes in here. 

In Personnel we are concerned with clothing, food, medical, and 
Navy exchange items. 

The Bureau of Supplies and Accounts has the clothing. This is an 
attempt to demonstrate how we arrive at the quantities we need. 

This is shoes, for instance. This is our shoe program. ‘These 
are the kinds of shoes we have to supply, and the quantities. Here are 
the sizes and the widths. We take one item which is the low, black 
shoe, 98, and we find that our recruit program for this year is 200,000 
men. They get two pairs of shoes each. So that is easy. That is 400,000 
pairs of shoes. We have determined by usage that 0.35 is the factor 
for that particular size. By multiplying the 400,000 pairs by the .55 
we determine the proper quantity of 9B low shoe for 200,000 men, 


or precisely 1,400 pair. In the regular program there are 700,000 
men. We have another usage factor here which shows that per year 
each man uses 2.162 pairs of shoes. That is multiplied and you get 
your figure again applying the factor of 0.35 percent, and we get 
5,800 pairs of shoes needed for the men aboard, plus the 1,400 pairs of 


shoes for the new recruits, or 6,700 pair for the period. 

Mr. Bautwan. Is that a year? 

Admiral Fox. That is 1] vear. Yes, sir. That is our plan 

This is how we break down an airplane. This is vircraft material. 
It shows the wings, body, engine. landine gear, and tail surface 

Now the Navy technical parts program. The problem with tubes is 
shown here. In 1937 we had 60 on board a destroyer. In 1940 we 
had 200 on board 1 destroyer. In 1944 we had 750 and in 1948 1,700. 
In 1952 2,209 tubes were required for one destroyer. In other words, 
in 15 years we have gone from 60 to 2,209 electronic tubes on | ce 
stroyer, just to give you some idea of the technological advances that 
have been made. 

Now in Navy cataloging again we are getting here to somet 


, * 
} 


ling 
you discussed with the Air Force this morning, which is provisioning. 
Here we have taken a bill of material from the DeLaval Steam Tur- 


bine Co. Here is a snap ring, piece No. 11, spring steel. Here is a 
picture of it. It had no Navy number. It did have one. I am sorry 
Here is where you get into technical items and into “cates and dupli- 
cates.” That same item has already been identified under 15 different 
numbers, 

These are actual numbers, Mr. Chairman. Just look at the varia- 
tion. You certainly could not recognize any of those as giving you 
any clue that it might be a part of a previous one, with the possible 
exception of this one where the only difference seems to be between 
the last digits. But the others are all over the lot. Those numbers 
are carried into our catalog for the Bureau of Ships. 

Our type allowance lists by types our destroyers, submarines, and 
what not. The individual allowance lists for the particular ship. 
Also, the tender loading lists. Those part numbers are carried into 
these publications, so all they would have to do with that materia] is 








206 MILITARY SUPPLY MANAGEMENT PROGRAM 
purchase it. That is provisioned at the time of the purchase, and 
that number is assigned. 

So we have this variation of numbers coming out to equal one 
number. Again that is our factor. Here is the variation of numbers 
and this is the one number that was assigned. 

This is the Bureau of Supplies and Accounts, and here are these 
13 supply demand coutrol points. It gives you an idea of what they 
control. 

Let us take the Aviation Supply Offic There are 405,000 items. 
That number has been cataloged. Their cataloging program is com- 
plete. 

Here is the Electronic Supply Office, which is one of the more recent 
and very complex from a supply standpoint. They have 209,000 
items, of which only 126,000 have been cataloged. 

It continues on around. The total, as I have given you before, is 
1,379,000 items, and we have cataloged 1,059,000 of them. Here they 
are. 

We have fooled with this for a long time and it can still be very 
complex. We are trying to demonstrate our stock levels on which 
we have a lot of question. [It is in three categories: Reserve stock, 
operating stock, and stock on order. The three we call our supply 
demand. 

We have taken a very mundane item of eggs and we will ask you to 


imagine that this business is a boardinghouse that uses 70 dozen eggs 
a week. They have a reserve stock of 70 dozen and an operating 


stock of 70 dozen, and have 70 dozen on order. This is always on 
order. So, buying from Monday to ee ay, when they get to Sun- 


di ay they have used their operating stock and they drop down to the 
140-dozen level. ees the eggman comes and delivers and they 
are back on the beam again. They are always moving this up, so 


that stock on hand is rotated. 

However, getting down to the third week we have difficulties. As 
you will find explained in the text of the little pamphlet, everything 
that could happen did happen. We had additional customers, and we 
broke some eggs. and found ourselves on Sunday with only 10 dozen 
eggs on hand. We had used up 60 dozen we did not anticipate using. 
So we immediately called our eggman and told him, “Instead of bring- 
ing us the normal supply of 70 dozen tomorrow, bring us 130 dozen 
to fill us up again. Because we got up here with this little 10 dozen 
which is all we have. He comes on Monday and does fill us up, and 
we are back on the beam again. 

The point we tried to get over is that some have questioned the 
necessity of having anything here. They say, “What do you need 
except the working stock?” Well, the reserve stock, just as the name 
indicates, is a reserve against contingencies that we cannot foresee. 
That is very important, p: eet in the business we are in, because 
things happen without much ining. 

These merely depict our supply demand control points and our 
supply distribution system in the continental United States plus 
Kodiak, Alaska. This again shows our principal supply point—naval 
supply centers and de pots. Again we have here the central control, 
which is the Bureau of Sup plies and Accounts. These are the supply 
demand control points, and on the outside you will notice the other 
technical bureaus. 
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This means that the Bureau of Supplies and Accounts exercises 
supply management over the entire system, and the technical bureaus 
exercise technical management. They furnish the technical know- 
how and the Bureau of Supplies and Accounts the business know-how. 

It was said when this system started that it would not work and you 
could not work for two bosses. But I have never seen anything work 
more smoothly than this does with the technical bureau furnishing 
the technical know-how and the Bureau of Supplies and Accounts fur- 
nishing the management. 

Here are our supply demand control points geographically located. 
You will notice that there are 3 here, and 3 here, and 2 here, and 2 
here, and 1, and 1, and 1—13 all told. 

This is depicting our supply demand — point at Mechanics- 
burg, and this is our quarterly stock status report, W hie h is the ke sy of 
our system. This report is made every 5 uaonalik and is broken down 
so that a portion of it comes in each week to spread the workload, but 
every quarter there isa comple te pie ture from the system of ai it has 
been sold, what is on hand, and the re p lenishable demand—the obli- 
gations, quantity due, the excess or requirement for each item. 

You will find this in ses little book I gave you. It is a reproduc- 


tion of a page of the Quarterly Stock Status Re iport. 


Finally it arrives at the supply demand control point. This hap- 
pens to be for Mechanicsburg. The entire thing is consolidated into 
one picture on an IBM tape arranged in book form. It computes the 
activities. Here they are listed. These are codes for the activities 


and it gives all the business they have done for the quarter in this one 
item. Hereisthetotal. So we geta complete picture of the business 
and with that information we can adjust our stock levels. 

When we get this, we put beside it the reports for the two previous 
3-month periods, so we get a 9-month experience in adjusting stock 
levels to avoid sharp peaks and deep valleys. In other words, it has 
a leveling effect. 

That is our system, and it is through that device that we know what 
we have, where it is and how much we have. 

Mr. Batwan. Admiral, you mentioned you sold some of these items. 
In what period ? 

Admiral Fox. Did I get into the term sale? It is issue that I want 
to say, but maybe I used the two synonymously. 

Mr. Batwan. I think you have an important point. However, 
what do you mean by selling, if you will explain that, Admiral ? 

Admiral Fox. If I get the chance to correct the record I will change 
“sell” to “issue.” That is what I mean. 

Mr. BALWAN. You mean, you have the financial control whe reby you 
do sell in a way ? 

Admiral Fox. Oh, yes. We bill our material just the same as any 
business house, both the item and the value. We have always main- 
tained both unit and fiscal control of all our material. We issue a bill 
just as you get from a department store. There is no other way we 
know to charge the appropriations. 

I think I told you before that we use these terms so frequently in our 
business that sometimes we lose sight of the fact that the people we 
are talking to do not understand them as well as we do and we, shall I 
say, use the term “sell” for “issue,” because our business generally 
parallels the merchandising business. 








208 MILITARY SUPPLY MANAGEMENT PROGRAM 

Mr. Bauwan. If the supply officer at the Norfolk Naval Air Station 
wants a tire and asks for it from stock, is that given to him or is it 
sold to him ? 

Admiral Fox. He wants a tire for what ? 

Mr. Bauwan. For an airplane. 

Admiral Fox. He draws the tire from stores and is billed for that 
tire, just the same as if it were bought from a commercial house. He 
gets an invoice. He has to establish his line of credit and on that 
invoice it will show the charge. We have a chart here that will 
show it. 

Here is the basic requisition that we use. This is known as the 
stub requisition. Here is the appropriation to be charged, and 
the actual job order to be charged, and many other items. In other 
words, this establishes the acco unting data and the line of « ‘redit, and 
this signature down here shows the fellow who has authority to sign 
for it. Here is the fellow who got it and receipts for it. 

There are 200 each at 1 cent apiece, which makes $2. The point 
is, Mr. Balwan, we do this asa regular invoice. Here is the quantity, 
value, and purpose. This is our stock number “R”, as Mr. Thomas 
= you this morning, denotes the cognizance. They know this is 

iation material. Eighty-two is airplane material. LH is the 
hatcaetin Lockheed. This i is the number which identifies the item. 
This is the shop of the O&R department that draw the material. 

So that is the regular bill and it is charged against their allot- 
ment. We use these IBM cards and the electric accounting machines 
for this system because of the terrific volume of cards punched 
through, and you come up with the tape, which is really a book in 
sections to aive us the consolidated picture. There is no other way 
in the world that we could do it except with punched cards, and that 
is what we use. 

— are our basic stoc k rate This is the stock record ecard, 
which is really a journal entry. This is the stock status and re- 
plenis hoagie card, which is the counterpart of this, and on which we 
abstract the information which is pune hed into the cards we send to 
our supply demand control point. 

This you had. This fits one of the 1,379,000 items which is the bolt 
on this wing tab. This was to give the idea of the Navy supply prob- 
lem which again, Mr. Chairman, is of some significance. Ours is a 
mobile job. We have to support this fleet wherever it goes. It can 
move many miles in a few hours, as contrasted with the Army, that 
is usually tied down. When they get in an area they are there, ‘and to 
a somewhat similar extent it is true of the Air Force. 

I would like you to bear in mind that there is a difference in supply 
missions, and when we talk about throwing this whole thing together 
and taking care of the three services with one supply service, a fourth 
Service of Sup ply, if you will, I am quite sure we would have over- 
consolidation. The Navy is different from the Army, and the Army 
is different from the Air Force, and so on. 

Our problem is that this task force can be any place in the greater 
portion of the globe which is blue water. It can move many miles over 
night. Our problem is to follow that fleet with supplies. 





\ 
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THE NAVY SUPPLY CORPS 


And now, Mr. Chairman, I would like to comment briefly on the 
people we have to do this job. Mr. Thomas spoke of our corps this 
morning. That is the Supply Corps of the Navy, From the earliest 
days, the old colonial days, es first ships of our Navy had pursers 
as officers aboard. They were a carryover from early days of the sea 
faring industry; ships had to hs ave a businessman aboard in order to 
transact business and trade for them. 

We find a record that g@oes back to the earliest d: ays. In fact, the 
act of February 23, 1795, established the Purveyor of Public Supplies, 
which we consider was the birth of our Supply Corps 

On July 2, 1815, the Congress created a Board of Naval Commis- 
sioners, “To administer procurement of naval stores and material, 
and to establish account ing procedures and advertised bid procedures.” 
I have taken this right from the record. 

The record reveals that, “Disclosures of waste and inefficiency and 
congressional criticism resulted in the abolishment of the Board of 
Naval Commissioners.” Thus our only experiment with a “Ministry 
of Supply” failed. 

That was back in 1815. So we are still plagued with waste and 
inefliciency. 

Mr. Porr. And sometimes congressional criticism, 

Admiral Fox. That is right. And a good bit of it warranted too. 

August 31, 1840, the Bureau of Provisions and Clothing was estab- 
lished and provided for the rank of commander for pursers who had 
over 12 years’ service and lieutenant for those who had less than 12 
years’ service. We can skip some and get down to 1870, when the Pay 
Corps was established. 

Then in 1919 the Pay Corps was changed to the Supply Corps. The 
act of July 1892 changed the name of the Bureau of Provisions and 
Clothing to the present Bureau of Supplies and Accounts. 

These officers in the Supply Cor ps are not trained to navigate ships 

‘to shoot guns. They are trained in business and especially in the 
sain akin of business principles to the Navy’s business. They are 
members of their profession by inclination, choice, education, and 
experience. 

This is somewhat repetitive, because Mr. Thomas mentioned it this 
morning. ‘There are 5,650 Supply Corps officers on active duty in 
the Navy today ; 3,237 are Regulars, 2,413 are Reserves. Of that group 
of 5,650, 3,071 have bachelor degrees. Approximately 1,000 of the 
remainder have in excess of 2 years of college. Five hundred and 
forty have masters or doctors degrees in business administration or 
related fields. A college degree is a prerequisite now to a commission 
in the Supply Corps 

in addition to this, each officer is required to take 9 months’ indoc- 
trination in supply work before we come in to duty. We really do 
have a specialized corps of officers that have no other - business in the 
Navy other than supply work and its related functions. We recog- 
nized the need for the specialist since the beginning. The Supply 
Corps does have a highly qualified group of specialists. 

Mr. Chairman, I think that concludes my rather long discourse here 
and I will be very glad to try to answer any questions that you or 
any members of this committee m: Ly have. 
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Mr. Rientman. I am sure both of my colleagues have a number of 
questions that they would like to ask you. 


SURPLUS DISPOSAL 


There are two things I would like to explore fi rst. Both of them, 
l think, were touched on this mor ing by the Under Secretary. One 
was on this surp ylus dispos: il program W hie h we are dee ply interested 

I am sure he said that you would give us information in respect 
to the type of program that you have instituted in your own service 
with the hope that it will work, and work across the board for the 
clisposal of the tremendous surplus we have in the other services. 

Admiral Fox. Mr. Chairman, first the surplus disposal unit is a 
joint unit of the three services. So this program is across the board. 
It isnot only applicable tothe Navy. Itso happens that this program 

being operated under the Chief ot the Bureau ot Supplies and 
Accounts. 

Mr. Bauwan. Is this an OSD assignment you have? 

Admiral Fox. That is right. We have been concerned with this 
sposal problem for many months. The procedure has been entirely 
too slow. I suppose expressed very simply, let us say that the orifices 
through which this material gets into surplus are too big and the 
orifices through which it gets eliminated are too small. We have to 
reverse it and decrease the orifice through which it gets in and in- 
crease the orifice through which it gets out. 

It is my considered opinion that of the vast inventory we have, that 
a very large portion of it is surplus to our needs. I would not be sur- 

yrised, and in fact I will hazard a guess that the surplus in the Navy 
stock will be between $3 billion and $5 billion of the $13 billion 

Mr. Batwan. In acquisition value? 

Admiral Fox. In acquisition value. By that I mean I doubt that 
we can justify on the basis of good supply management today the 
retention of more than the difference between the figure I mentioned 
and the $13 billion we are charged with, or an inventory of between 
8 billion and 10 billion. 

Mr. Rrentman. In other words, there is some drastic, and as I said 
yesterday, some bold— 

Admiral Fox. New plan. 

Mr. RrentmMan. Plan that has got to be evolved. 

Admiral Fox. Here is what we have done, Mr. Chairman. We have 
come up Wi ith a plan, and I would like to leave a copy of the plan and 
the implementing directive, with you, and explain it to you. 

Mr. Rreutman. I understand that is supposed to take effect some- 
time in July? 

\dmiral Fox. July 24, to be precise. It might strike you that is a 
long time to wait with this problem being so pressing, but it does take 
time to get these instructions distributed. 

The three services are spread all over the world and this date was 
set by OSD. It was their estimate of the time it would be safe to set 
as a starting time, because on that date the new plan will become 
effective throughout the three services. This new plan is designed 
to streamline greatly the process, that is, the laborious time-consum- 
ing process we now have. This has the full approval of the Adminis- 
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trator of General Services and of the OSD, and I would like to leave 
this copy of the plan with you. 

There is the plan and there is the implementing directive. Briefly, 
they will break the material into two categories known as P and Q. 
I will follow my notes here. 

Basically, the plan divides reportable excess property into groups: 
that of rel: atively low utilization pote ntial (Q type report: able excess) 
and that of relatively high utilization potential (P-type reportable 
excess). The Q- type excess will be screened locally concurrently by 
the Department of Defense and the General Services Administra- 
tion, which will shorten the screening period from 60 to 90 days. 

The P-type excess will continue to be screened through the entire 
system, as at present. 

Now, this thing is fully explained in these papers I left in the di- 
rective and p lan ‘self. Oo | Vv il] not bore you with the details here 
unless you want them. But this plan is fle xible. 

On the basis of e xperience they can increase the value of a line item 
which ean be dec ided : at the location and greatly speed up the process. 
Or, they can lower that line item limit and slow it down. In other 
words, they have the control in that plan of speeding up or slowing 
down the process as circumstances may warrant. 

We do not know at the present time if the above changes to criteria 
are economically practicab le. For example, of the 36,000 items we 
reported for screening by the military services, 65 percent would fall 
in a nonreportable category if similar items less than $100 were in- 
cluded in the nonreportable category. The inclusion of all items of 
less than $300 as nonreportable would wipe out 80 percent of the 
screening workload. 

On the other hand, if the criteria for determining Q-type reportable 
property were established at $500 per line item, only 13 percent of all 
items would go through the entire screening procedure. 

The point is, as I say, that this plan, and with the acquiescence of 
the Administrator of the General Services Administration, is flexible 
it can be contracted or expanded. I think this plan is going to be a 
big help, but we have a tremendous job here and I was very much 
interested this morning in your discussion with the Air Force, or Mr. 
Holifield’s discussion, with regard to getting an agency setup that 
can handle the disposal of this property. It is one thing for us to 
clear it out, but it is another thing to consider the impact on the econ- 
omy of the country—and it is going to be terrific. 

Mr. Barwan. Do vou have any ideas on that ? 

Admiral Fox. Well, the only ideas I have are that I hope we profit 
by two mistakes we made before. One was letting the services do it 
and the other one was War Assets. I think both of them left some- 
thing to be desired. We are not merchandisers and this is a big, big 
business. If we are committed to merchandising this property, even 
though we may do a good job, it will stop us from doing the work we 
were hired to do. 

I think Mr. Holifield touched on something today that is very at- 
tractive to me. We can get industry merchandisers to come in and 
collaborate with us to the end that this thing is done by people who 
know how to do it. Let us not get up a crowd of people who are not 
qualified, by simply picking up another 60,000 people who want jobs. 
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That not the wav to do this. This is going to be big business— 
er 

I do not want to accuse ourselves of having been derelict, nor do 
I want to be repetitious. Mr. Thomas, I think, cover that adequately 
this morning ving that we have this problem and we want to be 
very frank with you. I think perhaps it is bigger than some of my 
olleagues would agree. I think it is tremendous in the Navy. What 
it is in the Army and the Air Force I do not know, but we do know 
what we have in the Nav y. We know that we have $13 billion. We 
know that in 15 years, and I presum that the committee knows that 
the Navy publishes annu: oie aa menaee obese nditures that gives a lot 
of very valuable information. Here are the reports for 1937 and 
1952, which shows that the net worth of the Navy hase appreciated 
from $3 billion to $43 billion in 15 year. In ee words, the net 


worth of the Navy on June 30, 1937, was $3.223.314,149.46 in property. 
Today, roughly just add $40 billion. It is $4 .799,817,220.25. So 
the Navy has ap preci: iated, and to that extent a of the money the 
Congress has given us has not gone down the rat hole. Your Navy 
is worth $40 billion more today than it was worth 15 years ago. That 
s the icq lisition value. If you had to re p lace it on today’ s market it 
would probably go up to $70 billion. 

Mr. Rreuitman. Because many of those items were procured some- 
time ago, when your dollar was worth a lot more than it is today? 

\dmiral Fox. Yes, sir. Of course, it includes war equipment, like 
battleships, cruisers, carriers, and the works. You could not replace 
those ip to lay for what we got them for when we built them. 

I do not know whether I have satisfactorily answered your question 
on disposal. 

Mr. RrenimMan. I do not think anyone can satisfactorily answer it 
at this moment. But there is certainly an attempt being made, and 
a constructive one, to do something. 

Admiral Fox. We do havea plan, and I think it isa good one. Time 
will tell whether it will suffice todo what we want. But I caution you 
that if this is the pitcher, then we have got to find the catcher and 
for him quickly to devise a plan to get rid of this material. 

Mind you now, this disposal problem will load each of the services 
with the job of merchandising. I think the Congress should take 
notice of that quickly and do not let the actual merchandising of this 
thing become our next mountain and bottleneck. Let us identify it and 
get it out of the system, but until some device and some sales agency 
is set un to take care of it the services will have to sell this material. 

Mr. Rreutman. And they are not equipped to do that job? 

Admiral Fox. No, sir: and they cannot do that and do their other 
work too. , 

Mr. Lantarr. Maybe we ought to name all of these Army and 
Navy stores that spring up all over the country as factors and let 
them move in and sell it. 

Admiral Fox. I think we ean do a better job than that. I don’t 
want to bore you with reports, but we have a good supply system. 
We have a terrific problem right now, as I see it. of stratification. 
That is. stratification of our inventory. In other words, of this $13 
billion how much of it is excess? That is going to be one layer, and 
one bie laver. TI guess it is $3 billion to $5 billion. The next laver 
is the war reserves. What will that strata be and how thick will it be? 
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Next will be the MDAP—the Mutual Defense Assistance program. 
How much is that? , 
Another is the capital equipment. How much is that? Then 


we finally vet down to thi last laver, which Ss our working Stor k. 


‘ 


That is what we want to identify, and that is where we are in trouble 


again with the Budget Bureau and the Congress. We cannot cate 
oe ize this inventory. 


‘Tell me what it is.” savs the Appropriations Committee. “How 
much of it is obsolete?” Well, we are only guessing. We want to be 
able to olve the facts and fioures, and th if is the program Mr. Thomas 
spoke of that we are committed to now. We are going to proceed to do 
that and do a job of breaking down this inventory. If we have 
a bad picture in any of these categorie the public will know about 
it because we are going to expose the facts. 

Mr. Rieutman. Do you have any questions on this phase! 
Mr. Porr. Not on this particul Li’ phase 
Mr. Rremmaan. Mr. Lantaff? 


HOW WAS SURPLUS PROPERTY GENERATED 


Mr. Lantarr. How was this $3 billion to $5 billion worth of sur- 
plus property venerated é 

Admiral Fox. A lot of it was rollback material from the war. I 
think you will recall, Mr. Lantaff, that we got appropriated, I believe 
it was $10 million 3 years ago, to accomplish this rollback of very val- 
uable property that was literally distributed : i over the world, spe- 
cifically and particularly in the Pacific, where they Just waiked away 
from it when they got po ge using it. We recovered, as I recall it, 
about $1 billion worth of material on that one program alone, and 
brought it back atnthe system. 

Mr. Lantarr. Has most of that surplus gone into the Far East? 

Admiral Fox. Certainly a lot of it has, Mr. Lantatff. But with some 
embarrassment I can tell you some of it is not even identified vet. We 
have some automotive parts that came in in that program that we 
have not vel found the personnel and money to comp! lete the identi- 
fication with. The completion is in sight, but here we are in 1953 
and we I ive rollback material tl at we have nol identifi ied. 

Mr. LAN'TAFF. Where is t] at rollba k matel il located at thi time 
that was picked up as part of the effort in the Pacific ? 

Admiral Fox. It has been generally returned to the proper supply 
demand control point. In other words, automotive parts are at the 
Yards and Docks Supply Demand Control Point at Port Hueneme in 
Southern California. 

Mr. Lanrarr. It has all been shi ee back into the United States? 

Admiral Fox. Oh, yes. The Pacifie has been cleaned up, and gener- 
ally the program is cleaned up. The money expired, and we are 
cleaning up the fag ends with our regularly appropr iated money. But 
we got $1 billion worth of this material in. Of course, there was a 
lot of material left from the war we did not dispose of. I think you 
read that we had 50 years’ supply of anchors. Fifty years of anchors 
at peacetime-issue eaten. Anchors cost a lot of money, and some of 
them go up to $5,700 apiece. All you get for them is junk prices if 
you sel] them, and they cost practically nothing to keep. L think it 
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would be throwing the taxpayers’ money away to cut those anchors 
up, and many are made out of forged steel, te sell them for junk. 

I do not know, but I guess we have 500 years of 16- inch high- 
explosive shells on hand at peacetime issue rates, 


UTILIZATION OF SURPLUS ANCHORS 


Mr. Lantarr. Before you leave the anchors, were those anchors 
reported as surplus ¢ 

Admiral Fox. No, sir. We have not reported them as surplus, and 
we won't, because I think it would be idiotic to sell for junk something 
that—if we had a mobilization you would have to rebuy them and 
pay premium prices for them, and I doubt if we would have the 
capacity to produce them if you needed them in a hurry. 

Mind you, they are ship’s anchors, and boat anchors, and anchors 
of all kinds. In the first place, I am not sure if we have 50 years’ 
supply; and even if we have, that isn’t sin. 

Mr. Lanrarr. One reason why I was questioning | you about report- 
ing that is because Congress appropriated $350 million to construct 

» Mariner cargo ships which they say was undertaken at the request 
of the Navy. In connection with those ships they are buying anchors 
for those particular vessels, and using the $350 million appropriation 
to buy anchors with. 

Why should not the Maritime Administration have knowledge of 
this availability of these surplus anchors before they spend new money 
to buy new anchors 

Admiral Fox. We "1, Mr. Lantaff, I do not know the precise size and 
type of anchor required for these merchant ships nor if they are 
available and in surplus. We have anchors in all sizes, from rowboat 
anchors to battleship anchors. 

Mr. Lanrarr. That is why I wondered if you reported them as 
surplus. 

Admiral Fox. Any surplus is made known to the Maritime Com- 
mission. If any of those anchors are surplus, they would know about 
it, as well as every other Federal department. 

Mr. Lanrarr. That is why I asked you if they had been reported 
as surplus to any of the agencies, and you said they had not. 

Admiral Fox. No; because I do not think they were determined as 
surplus. 

Mr. Lanrarr. To me that was always one of the defects of our 
whole surplus problem. It is the fact that there is such a delay in re- 
porting things as surplus, and we sit around with a large supply of 
surplus for 2 or 3 years. Then after the horse is gone we put a lock 
on the stable. 

I thought Public Law 152 provided for that report. 

Admiral Fox. Well, Mr. Lantaff, when you start the cycle of re- 
porting surplus you eventually come to the end of it, and have to dis- 
pose of that property. My point is we do not want to sell those an- 
chors, although we may be perfectly willing to let the Maritime Com- 
mission have enough anchors for the 35 ships. 

Mr. Lanrarr. They have already bought the anchors for those ships 
because they have let the contracts. So we bought at least 35 _ of 
anchors for 35 new vessels, procured at the request of the Navy. 
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Mr. Rreniman. Don’t you ever classify any of the material 
equipment in excess / 

Admiral Fox. Yes, sir. 

Mr. Rizutman. Would those have been in the category of excess ¢ 

Admiral Fox. Excess is the first step before surplus. Excess to the 
system means it is excess to our needs before they can be excess to the 
Department of Defense. Maybe the Army or the Air Force wants 
them, or some other departme nt. 

Mr. Rreniman. Yes. If they were in the category of excess then 
there would be a possibility of the Maritime Commission knowing 
about them, and the other services could pick them up if the Navy 
was in a position to say that they were excess to their needs and not 
surplus. 

Mr. Lanvarr. These ships were built at the request of the Navy. 

Admiral Fox. I hope I will not leave you with the impression that 
we have 50 years of anchors on hand. That was what was alleged. 

Mr. Lanvarr. I just happened to have a hearing on it the other 
day in connection with the Mariner program and when you mentioned 
the anchors it just struck me it may be before we get into this surplus 
phase we are anticipating, maybe there are some excesses that can be 
used by other Government agencies and we might absorb some of this 
military excess in other Government agencies to save the appropria- 
tion of new aren 

Admiral Fox. I get your point, Mr. Lantaff, and I think it is a 
very good one. I ‘el look into it, and if you are interested I will let 
you know whether there was any check made and whether those 
anchors are available. 

Mr. Lanrarr. What was wrong in that particular case? I think 
we have a real example the re to check, 

Admiral Fox. I will be glad to. 


TUBLIC LAW 152 


Mr. Lanrarr. Do you think that Public Law 152 should be amended, 
and if so in what respect prior to the disposal of eo surplus? 

Admiral Fox. You mean with respect to the disposition of surplus? 

Mr. Lantarr. Yes. 

Admiral Fox. My concern is that the impact of the disposition of 
surplus material by the three military services may be so great on the 
national economy that we should not just turn the services loose aul 
prod them into getting rid of it. 

Mr. Lantarr. Have you looked at Public Law 152 in connection 
with this problem we will have in July ? 

Admiral Fox. No. Specifically I have not. 

Mr. Lantarr. I wonder if there might not be certain provisior 
and directions in that law that might just further complicate this 
problem, and whether or not maybe we ought not to consider amend- 
ing Public Law 152, or rewriting a new law to replace it prior to the 
time we get to the disposal point ? 

Admiral Fox. I would be very glad to go over it. I think as 
is now there is quite a bit of authority vested in the Administrator 
of General Services Administration. 
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Mr. Lanvarr. I think there is, but in 152 there were many defects 
in that law that we found by experience, as you mentioned a minute 
ago, and it might be that now is the appropriate time to amend that. 

Mr. Rreuiman. Could I say, for the edification of those services 
that are present, it is my hope, when we have completed the hearings 
at this time, that in the very near future this committee will go into 
that matter very thoroughly, and hold hearings on it. 

Mr. Lantarr. In other words, hearings on Public Law 152? 

Mr. Rrentman. Yes. And what can be done to correct the evils 
in that legislation; and, if necessary, to write new legislation to take 
that into account. 


SURPLUS MACHINE TOOLS 


Mr. Lantarr. I think that is a very excellent move. I have one 
final point in connection with this surplus property. 

Do you know what disposition, if any, was made with some millions 
of dollars worth of machine tools by Adak? 

Admiral Fox. No. I know we brought back all of the machine tools 
that the Bonner committee spotted at Finger Bay. 

Mr. Lanrarr. I was in that group up there, and inspected all of 
those tools. Wesent a report back of their availability, and requested 
that consideration be given to using those in this mobilization effort. 
I have a personal interest in whether or not they were brought back. 

Admiral Fox. We were trying to get them out before you got 
there, but we did not do it. Very frankly, we found out shortly 
before you went up there, that those tools were there. We sent a party 
up and they took photographs not only of the tools, but some con- 
siderable stocks of supplies. I do not know whether you spotted the 
ingot copper. 

Mr. Lanrarr. In those warehouses. 

Admiral Fox. We have all of that material out of there. And we 
t all of the good scrap out and sold the rest of the scrap, inclusive 
some of the sunken vessels which were beached around the various 
islands. 

However, answering your question specifically, we did get those 
tools back in the system and we did return them to the United States. 

Mr. Lanrarr. I would like to compliment you on the fast action, 
and compliment the Navy on the very fine system they have of supply 
control, and recommend to the Army in particular that they look 
over this, and maybe it will help them devise a system to find these 
overcoats. ; 

I have some other questions on the Admiral’s testimony. I was just 
confining it to this. 

Mr. Rrentman. You may proceed. I have some other questions 
and probably Congressman Poff has too. Go right head. 


rea 
of 


LOCAL PROCUREMENT 


Mr. Lanrarr. One thing I was concerned about, Admiral, was 
this mention of 95,000 common use items, I think you said, that were 
in the system. Was the figure 95,000? 

Admiral Fox. Yes, sir. 95,000 approximately. 

Mr. Lantarr. You described those as items that you could buy 
at any hardware store. 
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Admiral Fox. I was trying to give you a general idea of what those 
items were. 

Mr. Lanrarr. I understand what they are, but the question that 
comes to my nin is, why we did not get them in any hardware store. 

Admiral Fox. Oh, Lord. 

Mr. Lanvarr. Has any cost analysis study been made to deter- 
mine, for example, — cost of buying a hammer for the Navy 
Base at Key West, or buying hammers from local hardware sup 
pliers as opposed to heendl of that same hammer in consideration of 
the cost of drawing specifications. Also, advertising for bids, packing 
the hammers, transporting the hammers, and warehousing them. All 
of those costs, natur: ally have to be considered in the unit cost of the 
hammer. Then too, when you deal through your ordinary supply 
channels you have to maintain a certain level of supply and a reserve 
of supply in your depots so that you can supply your base facilities. 

The Air Force indicated that by eliminating the central procure- 
ment of certain common automobile parts and procuring on a local 
basis through advertisement of bids to local distributors, they have 
been able to cut their level of supply from 30 to15 days. 

On the cost analysis basis, the actual cost of a carburetor procured 
from a dealer at Fort Worth, Tex., is cheaper than procuring those 
common use items from normal channels. 

I am wondering if the Navy made any cost analysis studies of the 
cost per hammer, for example, on local procurement, as against the 
cost per hammer of your centralized or depot procurement, and your 
own system of furnishing them through this revolving fund? 

Admiral Fox. I would like to state, Mr. Lantaff, that we are in two 
categories of material. You mentioned first a hammer, which is a 
common item, and a carburetor, which is a technical item. 

Let us speak first of the carburetor. We are currently on an active 
program to study whether we should get out of the automotive parts 
business and rely on local procurement for automotive parts. That 
is primarily because automotive parts constitute the most efficient and 
best coverage of a distributive system that we have for any commer- 
cial product. 

You can get automotive parts in any hamlet. So, our stock of 
automotive parts is suspect, and we are now studying as to whether 
we should get out of the automotive parts business in the United 
States. Not overseas. 

Mr. Lanrarr. Are you considering all of these items I mentioned as 
part of the cost analysis study ? 

Admiral Fox. You mean the hammer? 

Mr. Lantarr. No. In connection with the automobile study are 
you considering the cost of the preparation of the specifications? 

Admiral Fox. Yes, sir. 

Mr. Lantarr. Your advertising of bids? 

Admiral Fox. Yes, sir. 

Mr. Lanrarr. Your own transportation and warehousing costs? 

Admiral Fox. We are going to our field activities and picking the 
item off the shelf theoretic: ally, and going out to our nearest auto- 
motive distributors; and we have put a 25 percent markup, because to 
determine precisely what these various costs are would be a cost ac- 
counting problem. I do not think you would be any place after you 
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got there. I did it myself and assumed that the overhead was at least 
25 percent. Therefore, if the item is on our shelf at San Diego at $1, 
that item is automatically marked at $1.25 for comparative purposes 
with the same item available in local commercial stores. 

I would say that so far the indications are that it looks like we ought 
to get out of the automotive parts business because we found that the 
commercial sources in San Diego are selling automotive parts cheaper 
than we are when we add the 25-percent markup. 

Mr. Lanvarr. Of course, you have another consideration there in 
the fact that there is almost a conspiracy in the automotive field 
whereby none of these original manufacturers of these automobile 
parts will submit bids to the services, and they force you to buy 
through the automobile assemb ly pl ints. 

Admiral Fox. The independents take care of that. You have the 
manuufacturers and the so-called independents. They get along to- 
gether and are in the same association, but they are highly competitive. 

Mr. Lantarr. I did not know we had started buying from any of 
— people. 

Admiral Fox. We had one who was recently Assistant Secretary of 
the Navy, so I picked up a lot of know-how in the automotive-parts 
business. They have a very fine association, and there is not much 
that goes on in the automotive-parts industry that they do not know 
about. The Big Three cannot fool the independents. 

The independents grew with the Big Three—again this is one man’s 
opinion—I do not want to be sued for this—they tried to keep them 
from growing. They tried to keep Pep Boys and Western Auto 
Supplies from growin g. But they grew in spite of the opposition, 
and they actually forced the big fellows into the automotive-parts 
business. 

So we have what is called a united automotive-parts division, which 
is a subsidiary of General Motors. That has not been going too long, 
but they are in the automotive-parts distribution business. You had 
to buy parts through their regular agents before. They are compet- 
ing with the independents now. 

There is a highly efficient distributive system for automotive parts. 
The results of our study may indicate we should get out of the auto- 
motive parts business in the zone of interior. 

We have one thing that we have not overcome: What are we going 
to do in event of a sudden emergency? We are in business for trouble, 
of course, and we haven’t the answers to this one. Because you have 
those parts in San Diego, or Washington, or Baltimore today, and a 
short while after trouble starts they are gone. We would have no 
automotive parts in that system which took care of us in peacetime 
and has completely broken down under the pressure of war. That 
happened the last time. 

Mr. Lantarr. But you have a war reserve that you are building up. 

Admiral Fox. Yes. But you cannot keep that. If you are going 
to buy from the commercial distribution sources you have to get rid 
of the automotive-parts stock that we have because it won't be long 
before it is outmoded. 

Mr. Lanrarr. Let us get to other common-use items such as the 
hammer. 
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Admiral Fox. Yes, the hammer. Ali of the elements of cost you 
mentioned there are in the hammer, regardless of whether we put it in 
Key West, or your local outlet in Key West puts it there. He pays 
transportation on it, and packaging, and warehousing. 

There again all of the gold in Fort Knox will not drive a nail. It 
takes a hammer to do it. In other words, if the hammer is not there, 
gold will not do you any good. You cannot buy them. 

Our reason for keeping: this stock is so that it will be there when we 
need it in wartime, and also because of the economy in our distribut- 
ing that material. 

Mr. Lantarr. That is exactly the point. We have never actually 
made any study of it, but I think all of us appreciate what an excel- 
lent system of transportation and distribution private industry has 
in the United States today. 

I think many of us feel that there should be a greater utilization 
made of that, but frankly I do not have any statistics or figures, 
and have never seen any cost analyses made by any of the services 
to determine whether or not you could not actually buy a hammer 
cheaper from local supply points around a base than you could get 
it through the present method of procurement and distribution. 

Admiral Fox. There are certain items that certainly we can and 
do permit field activities to buy locally: because it would be useless to 
stock them. But for every item that you introduce into the system 
that is not under control, your system is weakened just that much 
more. 

In other words, if you permit the local activity to buy locally that 
which he needs to support his activity, and it isn’t known at a central 
point what he buys, and what he has in stock, then you have no utility 
of that stock in case you need it. In other words, each fellow 1s 
looking out for himself, and they did up until we developed this inte- 
grated system. 

We want to restrict the introduction of what we term local stock- 
number items into the system; because to the extent you introduce 
them in, you weaken the control system that I just demonstrated. We 
weaken this control from a central point. 

There are certainly some items we can buy which are common 
items, like electric-light bulbs, that are bulky. But let us not kid 
ourselves that we are going to get them cheaper if we take all of 
the factors like handling and storage space, and so on, into con- 
sideration. I would say if there is a break-even point and it won't 
destroy your supply system, go out and buy them. Let us not fool 
with them. We have costly items we are concerned with. We have 
too many. 

Mr. Lantarr. That is exactly the point. With this tremendous 
number of items effort was being made to pull them down. You 
say one effort is being made by consolidating any number of line items, 
but you are also considering in the case of every item whether or 
not it is an item that can be better procured locally and handled 
through your regular ea peng 

Admiral Fox. No, sir. I do not want to give you the impression 
we are considering local purchase of these items. We are not. Be- 
cause if we do that we will have to start all over with the supply 
system. We won’t have any control. 

35856—58——1 
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Mr. Lantarr. Isn’t that what you are doing in the case of auto- 
motive parts ¢ 

Admiral Fox. Automobile parts we are studying with that in view. 
With the highly specialized system of automotive parts, perhaps we 
can go forward. ‘There are some questions we do not have the answer 
to yet. Like what insurance can we build in this? Suppose we find 
we can buy automotive parts cheaper at the local level? What is going 
to take the place of what we now have, which is the knowledge that 
the parts are there, with a sufficient cost of stock so that if they bomb 
the United States tomorrow morning we have enough automotive 
parts to keep us going until we can set controls up that will start the 
parts flowing into our supply system. 

Mr. Lanvarr. I do not know if the Air Force wants to resolve that, 
because they have started on that program I am informed. 


PROCUREMENT OF SPECIALIZED EQUIPMENT 


Without laboring that point any more, the other thing that con- 
cerns me is the statement you made about carburetors, or spark plugs, 
or items of that kind not being common-use items. In connection 
with your statement that you have over 1 million technical items in 
your system I am wondering whether or not throughout the services 
there has not been too much of a tendency to design a specialized 
type of item where there is a standard item that could be procured to 
serve the same purpose’ Especially when we consider we are build- 
ing up a War reserve with a specialized item that can very well become 
obsolete prior to the time we are voine to use It. 

This large number of technical items certainly indicates to me that 
we are going to have a tremendous problem of obsolescence in connec- 
tion with that war reserve. 

Do you have any thoughts on that ? 

Admiral Fox. Yes. sir. J do not think you can escape this large 
range of technical items. The trend is in the direction I think we 
have in mind. That is, to find a commercial item that will serve the 
purpose rather than buy a special item. We do not want special items 
if a commercial item will do the trick. We would rather have the 
commercial item because it is easier to get. 

One of the things that plagues us in supply management is lead 
time. It takes you 3 months to get it this time, and 7 months next 
time, or 11 months, or 2 months. You are constantly plagued with it 
because it becomes an important factor. It establishes the time 
you have to order it to get it there when you need it. 

So, if you can get commercial items we have licked the lead-time 
problem to a large extent, and we want commercial items; but in- 
ternal parts of air compressors, and pumps, and diesel engines, and 
gas engines are not common items. They are all technical items. 
The effort is to try to get as many items in standard categories as 
possible. 

And, we have to resist our technical colleagues because if we let 
them they would put everything in there, because common items are 
financed by the revolving fund. It would relieve them of a lot of 
planning because they have to buy those technical parts with their 
appropriated money. If they could get them from Admiral Royar’s 
stock account, he would be burdened with the planning to determine 
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how many to stock, and keep them on hand so they could buy them off 
the shelf. That would relieve them of the responsibility. 

Every once in a while they try to put a sneaker in there and they 
say it isa common item. Yes, but you see, it only has two purposes. 
It fits a car and this other thing, and it has those two purposes 
and has no other purpose. An item to be a common item has to have 
some common use, and some reasonable amount of standardization. 

A carpenter’s hammer I used as something that has probably 
reached the ultimate in standardization. But even in common 
items we have obsolescence—particularly in these electronic tubes we 
put into our stock fund. They are as hot as firecrackers today, and all 
of a sudden a new one comes out and they won’t buy the old ones; so 
you are stuck with them. 


OBSOLESCENCE 


Mr. Lantarr. That leads to my final question. What percentage 
of this $3 billion to $5 billion surplus has been generated because of 
the item becoming obsolete / 

Admiral Fox. I would guess approximately one-third of it, Mr. 
Lantaff. One billion dollars. I do not think there is any doubt but 
we know in our aviation material we have $1,800 million. I think 
Mr. Thomas estimated this morning that $600 million was surplus 
to our needs. I would guess that of that $600 million something ap- 
proaching $500 million is surplus because it is obsolete or obsolescent. 

As of June 30 last year we had $551 million worth of aviation ma- 
terial that was, as he mentioned, class 265. Perhaps you do not know 
what that is. That is repairable material which has been damaged 
and is in need of repairs, and is returned to store, for repair and re- 
turn to stock, 

This re pairable material goes into the pile to be repaired. You do 
not repair everything. First you look and see if you need to repair 
it. You may have a good one in stock. They had too many good ones 
in stock because we have $551 million as of June 30 of last year in 
this pile. The reason why they are not overhauling more of it to 
return to stock is there were enough new ones in stock. So it is a 
prima facie case at least that we are too rich in aviation material. 

If we can establish we have 30 percent of the inventory in this pile 
of repairable material and are only repairing 15 percent of it, the re- 
mainder must be surplus. 

I am not telling family secrets, but as Mr. Thomas said, let’s be 
frank and earnest. We want to help each other. 

Mr. Lanrarr. Thank you, Admiral. You testimony has been very 
helpful and very refreshing; and as one taxpayer I am glad to have 
you on the job. 

Mr. Rirutman. Mr. Poff. 


SINGLE SERVICE PROCUREMENT OF COMMON-USE ITEMS 


Mr. Porr. Mr. Lantaff covered the major part of my questions 
but I understood you to say you do favor single service procurement 
police: vy with respect to some common-use items / 

Admiral Fox. Some. Yes, sir. We called in during Mr. Kimball’s 
administration 13 of the top procurement executives in the country 
that we could reach. Man} of them were vice presidents of large 
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corporations. They rendered a report, the effect of which is that sin- 
gle-service procurement is not good per se; that you have to study 
not only categories of material, but each item. 

In other words, let us take clothing. You cannot say that all cloth- 


ing should be thrown together because you can buy T-shirts better 


for the three services by putting them all together. You have to go 
into each item, they say—which they have done in industry—and 
demonstrate the weakness or economies of this combined purchase. 

For instance, we used relatively few 00 needles. Maybe you could 
place the combined requirements of the three services for 1 year in 
a small box. But T-shirts—we have trainloads of them. So again 
you get into a con bination or a consolidation which is overconsolida- 
tion, and you lose the very thi g you are aiter. 

Actually we have had many cases where it has been demonstrated 
that you can buy in quantities so big that the price goes up instead 
of down. For instance, shoes. Seven hundred fifty thousand pairs 
of shoes. We buy in increments of 50,000, so that the small producer 
has an op portunity to bid, and they can bid on any number in incre- 
ments of 50,000. 

We find for the first 350,000 pairs we get a minimum price. The 
next 50,000 increment is a little more, and the spread from the lowest 
price on the 750,000 and the top price is very appreciable—in the 
order of 40 cents a pair. That is because of the impact of buying this 
large quantity denudes the market of materials. And as materials 
get scarce the price of the product goes up. 

Therefore, again ove aaa ation of procurement can be bad. We 
want, I would say, collaborative procurement in these big items, and 
phased so that the impact is not harmful to the market. So that we 
feed this into the market throughout the year, and not in January, 
hit and strip the market of everything. The comments of this group 
I would be very glad to leave with you. Here is a list of gentlemen 
and their report, and there are some pretty big names here. One of 
them is with us right now with the Department of Defense, Mr. Koch, 
who was director of purchases at Firestone. There is a copy of the 
report. I would be very happy to leave it with you. 

\gain they recommended that single-service procurement will be 
good for some things and very bad for others; and in every case let 
us have a study of it before we get into it, and demonstrate before the 
fact that they are economies before we rush into it. In other words, 
let us not shoot from the hip and hope we hit the right target, but 
let us aim and know where we are shooting. 

Mr. Porr. As an example of a rather “technical thing and long- 
range production program, how would the Navy, for instance, feel 
about the Air Force buying all airplane equipment and parts? 

Admiral Fox. We would not like it 

Mr. Porr. You would not like it? 

Admiral Fox. No, sir. 

Mr. Porr. Why? 


ATRCRAFT PARTS 


Admiral Fox. Here comes this case 55. When we buy aircraft 
parts—again our system is not perfect and no system of buying air- 
craft parts could be perfect because it is a guess, but we tried to elimi- 
nate all the guessing we can. When we make a purchase we send a 
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team of our technicians and purchasing people, technicians on acces- 
sories instruments, power plant, landing gear, tires, and so forth, out 
to the contractor’s plant, and we know this as provisioning the plane. 
It means that the first meeting is to determine the heavy parts and the 
airframe parts generally, that we are going to buy with that plane. 
We, with the contractor’s representative, make up our minds on the 
quantities of the items we are going to buy. 

There are three other provisionings that take place in the life of 
that production. Mind you, when they set up this production line 
for a peculiar type plane you can only buy parts while that line is in 
being; because when the production of that type of plane is finished, 
the line is done, and there is a new line. So, you have to get the air 
frame parts before that line is finished. So we have four provision- 
ings throughout the life of that production. 

We go out initially and make up our mind. That is really where 
the big money is committed—for airframe parts. We come to a 
manufacturer and make an agreement with the contractor. 

He says, “I think you should have so many left wings, and so many 
right wings.” Our statistical people break out the best information 
they have on the nearest type to that particular plane. It may be the 
type that succeeds a previous one of the same type. They say, “Here 
is our previous experience. We used so many right wings and so 
many left wings, and so on.” We produce all the information we can 
bring together. 

We finally pull out the crystal ball and look into that and we come 
up with the quantities to buy, and make a deal right there with the 
contractor. 

The contractor is not telling us what to get. We decide what to buy 
and how much. 

Mr. Rren_man. That is the point I brought out before, this morn- 
ing, I believe, in respect to that type of procurement. It was whether 
or not the manufacturer is steering you and making up your minds 
as to the amount you should spend for spare parts ‘for that type of 
equipment. 

Admiral Fox. I think it would be fallacious for us to get into that. 
We had some of it during the war where contractors were permitted 
to make up kits or boxes, particularly in the electronics field, like radar 
equipment, and we spent millions of dollars after the war pulling 
those things apart and putting the bits of pieces in the bins where they 
belonged, and identifying them. We found a lot of things in those 
boxes. 

If they wanted tubes, we gave them a whole box, because the tubes 
were in the box. We didn’t pull the box apart. They had to take the 
resistors and bus bars, and all the rest of the parts with the tubes. 

That is no way to protect the taxpayer’s money. We don’t want 
to go into that again. If you are going to let the contractor tell you 
what you have to have, just sign a check and say, “fill in the num- 
bers.” Just give him a blank check. 

So, we have to know what we are getting for many reasons. It en- 
ters our storage planning and warehousing, and many phases of sup- 
ply management. We do not want contractors to decide what they 
will send in to us. 

Mr. Batwan. Is this a very small item on which we differ on Case 55, 
that the Munition Board has under study ? 
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Admiral Fox. It is very small if you are thinking of the number 
of pages in Case 55. It is very large if you are thinking about the dif- 
ference. Do I make myself clear? 

Mr. Bautwan. Are we approaching a solution, or does it look as if 
we are in a stalemate here on Case 55? 

Admiral Fox. The Air Force is collaborating on this, to this 
extent. General Cook, who was here this morning, and Mr. Gilpatric 
and other interested Air Force people were taken up to the Aviation 
Supply Office and there we put on a presentation of how we do our 
provisioning. Mr. Gilpatric said, “It is fine except we cannot live 
with it in the Air Force.” He said they did not have the supply 
control that we have. 

Whatever the reason was, they were in trouble They did not have 
the parts that they needed in time. They thought that this is one 
means of improving that situation. Whether it will, and how many 
parts it will leave them with at the end of the program, I do not 
kno 

Howe ver, I think the Navy would be a poor one to criticize when 
I told you we had $551,000,000 worth of repairable material we are 
not repairing because we have e —— new material. 


Mr. as gia Are you afraid of the slippage factor Mr. Golden 
expressed, as being their reason for chile wanting to purchase in their 
service ? 

Admiral Fox. I do not think with any attempt to criticize at all— 
we are very good friends and we work together—the Air Force is new 
and they are a big busine too. I donot think the Air Force has the 
materials control we have. I do not think they know to the same 


extent ahat the »y have and where it is. 


If you need tail surfaces for a particular type of plane, and—let us 
blame it on the Navy—and the Navy has a pile of le in San Diego 
which nobody but those at the Naval Air Station, San Diego, know 
1 in Seattle, then we go to the contractor and 
tel] him, “Please turn off everything and give us these tail surfaces.” 
But, if we only knew they were in San ane we could get them 
quicker and certainly cheaper. I do not care where they may be in 
the Navy system. The Si upply Demand C ‘ontrol Point knows where 
they are and how many are on hand. 

Mr. Bauwan. The inventory control is the reason given for the need 
to develop the contractor’s supply, or can you develop your own? 

Admiral Fox. It is the reason they gave. It is not entirely a blank 
check. The system is that the contractor determines what parts he is 
going to supply of their airplane parts and he sends a list of those to 
the Air Force, which has 30 days in which to change the list. IZf they 
do not change it in 30 days it is a good list and the contractor goes 
right ahead with it. He goes ahead anyhow. The Air Force will 
pick up the check for the cost of any changes in the list. 

In other words, the contractor says that he is going to furnish 140 of 
this particular unit, and the Air Force looks it over and Says, “No. We 
think half of that will be all right—70.” If in the meantime the con- 
tractor has bought material for 140—we know he will not produce it 
in 30 days, but suppose he bought the material—then whatever expense 
he has gone to in that interim that it takes the Air Force to complete 
its check, the Air Force agrees to pick up the tab for it. 
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The proof of the pudding is the last time I checked with my good 
friend, Mr. Golden, they had not picked up any checks. 

Mr. Batwan. The Navy would not want to accept the Air Force’s 
method in this case, because they feel they will be stuck with a lot of 
excess equipment here / 

Admiral Fox. We are stuck with a lot now, and I thinw we weuld be 
stuck with more. We have such a problem but we at least know what 
we have, so we know what we will be stuck with. 

Mr. Batwan. The point I am trying to relate, Mr. Chairman, is 
this, if I may dwell on it a minute. Case 55 is a study by the Muni- 
tions Board. The Air Force has one point of view on this and the 
Navy has another point of view on this. Is there any way we can 
resolve it? 

Admiral Fox. No. It is now being tested by the Air Force -“— 
theoretically the Munitions Board at the end of the test pe riod j 
going to m: ake a decision as to whether the Air Force system is better 
than the system which the Navy uses, and the Air Force formerly 
used, or is supposed to use and have not. 

| W ill tell you right now, re cardle ss of the w: LV the test comes out, 
the Navy is not going to get involved in any program that gives the 
contractors the right to tell us what we are going to get. I don’t care 
if it isaircraft parts or any other kind of parts 

Mr. Batwan. At the point we are at now, it is difficult to decide 
which one is the better method. 

Admiral Fox. That is right. 

Mr. Batwan. Should this be regarded as gray rather than black 
and white? If this is a black and white matter it would be pretty 
easy to see which is the best procedure to adopt. Then we would go 
to the Munitions Board or some other organizi ation to lay down the 
law and say that this is the way we are going to do it ? 

Admiral Fox. Mr. Balwan, I think it is more involved than whether 
the Air Forces does it their way or we do it our way. It Pri our 
supply systems. Fundamentally, do the Air Force and the Navy 
have the same supply systems? We do not. 

The next thing is, whatever system the Air Force or the Navy 
have—do each of them have the same amount of control? Again I 
do not want to be placed in the position of criticizing the Air Force. 
Frankly, I do not know what they have. I have been so busy with 
the Navy that I have not had a chance to learn about the Army or 
the Air Force. 
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COMPARATIVE SUPPLY SYSTEMS 


Mr. Batwan. That brings us down to the problem of uniformity of 
supply activity. We are not saying the Navy ought to adopt the 
Army and Air Force ways, or that the Air Force should adopt the 
Navy’s ways, but if we had some uniform system among the services— 
und they need not be the same, but would be more uniform than they 
are—we could probably resolve these problems a little bit more than 
we can now. 

Admiral Fox. That is true. But remember that the Air Force was 
almost denied by legislation the right to have any supply system. 
They were severely criticized because they were trying to set up a 
duplicate supply system. 
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Mr. Lantarr. For common-use items only. 

Admiral Fox. I don’t know whether it was only for common-use 
items, but I heard them charged with trying to set up a supply system. 
And I said then and say now that they can no more function without 
a supply system than I can walk without legs. 

Mr. Lantarr. You will find the language of the amendment in the 
debate on the floor specifically referred only to common-use items, and 
completely agreed that the Air Force should have a supply system 
on technical items. 

Admiral Fox. They have got to have a supply system for technical 
items. It is a question of how much. Whether they will be in the 
wholesale or retail business. I am sure you would not want to have 
the Air Force running over to the Army every time they want a hand- 
ful of cotter pins. 

Mr. Lanvarr. This is entirely off the main point, but there is no 
justification, for examp le, to have a depot with 100 hammers in it 
and the Air Force saying we cannot operate this airplane unless we 
have 40 of these hammers under our control. So they come before 
Congress and get a multimillion-dollar appropriation and build an- 
other warehouse next door, and take the 40 hammers and put them 
next door, and put more people there to take care of them. That is 
what Congress was talking about cutting out, and it was the only criti- 
cism they came in for. 

Admiral Fox. Lam sorry. I am not going to defend the Air Force. 

Mr. Rirutman. Admiral, we do have a few more questions and the 
hour is getting a little late, and we have got to set up another day of 
hearings because we have not had an opportunity today to have Mr. 
McNeil up here. I hope we will have an opportunity to have the Depu- 
ty Secretary of Defense, Mr. Kyes, here to finish off the hearing. 

If it is agreeable with you, we will try and set a date some day 
next week where maybe you can give us another hour, and maybe we 
will be able to complete our questioning. 

Admiral Fox. I will be glad to. I hope we can make it not earlier 
than Wednesday. 

Mr. Rreatman. Of next week ? 

Admiral Fox. Yes. I was to go away this week, Tuesday and Mon- 
day, and I did not. 

Mr. Rren~man. We certainly will try and work our schedule out 
for you, Admiral. I do not think we had better try to finish up this 
afternoon, because I think there are 2 or 3 other important questions 
that we are very much interested in, and I will just tell you briefly 
what they are. 

We are interested in your views on the studies that have been made 
by the different colleges, as well as the Alameda test, and the Navy’s 
position in respect to the medical procurement and distribution, and 
there are several other questions we have here that we want to get into. 
I am sure you can give us some pertinent information, and particu- 
larly the Navy’s position in respect to those studies and the recom- 
mendations that were made. 

Admiral Fox. I would be very happy to. 

Mr. Rizen_~man. And I would like that because it will round off and 
complete our hearings; and I do not think we can cover that in 15 or 
20 minutes. 


| 


erat 


ee 


MILITARY SUPPLY MANAGEMENT PROGRAM 227 
IMPLEMENTATION OF DOD DIRECTIVE 4000.8 


Admiral Fox. I guess not. I do have, Mr. Chairman, a book we 
prepared on the Department of De fense 4000.8 directive, with an index 
which indicates the Department of Defense directives which have 
come out. Here are copies of all of the papers in this book. I would 
like to leave that with the committee and perhaps Mr. Balwan would 
like to peruse it and have some questions. I do not know whether he 
did or not. 

Mr. Rrrui_man. I think that would be very, very helpful. I think 
that was one of the other points we did want to cover, Admiral, before 
we concluded the hearing. 

Admiral Fox. I think that is complete, Mr. Balwan. First it goes 
into the ASPR regulations, and our procurement regulations inter- 
nally in the Navy. It is one of the big volumes. If you want those 
I can get those for you too. 

Mr. Batwan. We have the ASPR. 

Mr. Rreniman. Do you have any more questions? 

Mr. Porr. Not now. 

Mr. RrenuMan. Admiral, we want again to express our deep appre- 
ciation for your coming over here, and the sp slendid testimony you 
have given before this committee this afternoon. 

Admiral Fox. I am very appreciative of the opportunity to do so, 
Mr. Chairman. Iam a little embarrassed by keeping my colleagues 
waiting. 

Mr. RrewumMan. We will endeavor to work our schedule in with 
yours for next week and will try to set it for, possibly, Wednesday. 

Admiral Fox. Fine. I presume you will want General Hill and 
Admiral Royar because they are in this upper bracket of supply 
management. 

Mr. Rreuuman. I think it would be well if they came up with you. 

Admiral Fox. They are both very capable. 

Mr. Rrenuman. Fine. All right, sir. 

(Whereupon, at 4:20 p. m. the subcommittee adjourned.) 
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WEDNESDAY, MAY 20, 1953 


House oF RepresENTATIVES, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Mivirary OPERATIONS SUBCOMMITTEE, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10:10 a. m., 
in room 1435, New House Office Building, Hon. R. Walter Riehlman, 
chairman of the subcommittee, presiding. 

Present: R. Walter Riehlman, Richard H. Poff, Chet Holifield, and 
Frank Ikard. 

Also present: Paul J. Cotter, counsel, Michael P. Balwan, staff di- 
rector, and Lewis J. Lapham, staff member. 

Mr. Rrenitman. The subcommittee will come to order. 

I would like to have the record show that Congressman Poff and the 
Chairman are present. 

Off the record. 

(Discussion off the record.) 

Mr. Rrentman. Admiral Fox, I think it was last week that we 
concluded a portion of our hearings on this subject of military supply 
management, and we felt it would be best if you came back for a few 
hours and answer a few more questions that I am sure many of the 
members had, and I am sure our staff would like to have you answer 
some questions, if possible. 

We are delighted to have you here this morning, and we do not 
want to detain you any longer than is necessarv so I will proceed im- 
mediately to ask the director of our staff here, Mr. Balwan, if he has 
some questions he would like to start off with. 


FURTHER STATEMENT OF VICE ADM. CHARLES W. FOX, CHIEF, 
OFFICE OF NAVAL MATERIEL; ACCOMPANIED BY ADM. MURRAY 
I, ROYAR, CHIEF OF THE BUREAU OF SUPPLIES AND ACCOUNTS, 
NAVY DEPARTMENT 


Mr. Batwan. Mr. Chairman, we would like to spend a lot of our 
time today in looking into the method by which 4000.8 was imple- 
mented, and into some of the studies that have been going on in this 
military supply management program. 


HORKAN-ROYAR AGREEMENT ON SUBSISTENCE SUPPLIES 


In the last hearing with the Army people there was mention made 
of an Army-Navy agreement on the handling of subsistence, and it 
appeared to me that they spoke of an agreement between General 
ockin and Admiral Royar. 
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I would like to have Admiral Royar explain what that agreement 
was in the handling of subsistence. 

Admiral Royar. That agreement was between the two of us on a 
method to prevent crosshauling. That is, there had been complaint, 
and it was true, that in certain cases, for example, in tomatoes, where 
the Army Quartermaster Corps would purchase tomatoes some of 
our deliveries would start, perhaps, on the east coast and go to the 
west coast, while some would start on the west coast and go to the east 
coast, but, of course, there are certain reasons for that. 

When the Qu: iurtermaster pn buys the provisio ms the dealer 
doesn’t alw: ays tell where these stoe ks are located and he, of ¢ ourse, may 
deliver from one plac e or the other. 

Then, of course, we do have our interdepot crosshauling. We hada 
committee get together and they came up with a plan by which those 
crosshauls would be eliminated. In other words, our supplies would 
be delivered from the nearest source. 

Prior to that, on the west coast we had had a similar agreement on 
cotfee, so that I think from now on much of our crosshauling of sub- 
sistence will be eliminated, that is, duplication of crosshauling, 

Mr. Batwan. This is limited to food, just the food ? 

Admiral Royar. That agreement was on subsistence, yes, subsist- 
ence items. 


CROSS SERVICE IN OTHER FIELDS 


Mr. Batwan. Is there any thought being given to cross servicing in 
fields other than subsistence? You imply, I believe, that we must 
have crosshauling in other fields and we are only handling subsist- 
ence in this. 

Admiral Royar. That is correct. Of course, that will be eliminated 
as we can cross service. If we can cross service in certain items the 
crosshauling would be reduced considerably. 

Now, in order to provide cross service, we would have to have iden- 

cal items, I mean items in the same category that everybody is using, 
a when it comes to technical items we do not get the volume or the 
amount that we would in subsistence. Subsistence itse lf, of course, 
is of great, considerable bulk and amounts to a ereat deal. 

Mr. Batwan. Well, don’t we have a great number of standard stock 
common-use items to which we could apply that method ? 

Admiral Royar. Yes, we have, but on the other hand, a great many 
of those items are located in such spots or delivered where there is not 
the amount of crosshauling or cross servicing required that you would 
get in subsistence. 

Mr. Batwan. You speak of the items having to be the same before 
they could adopt this cross servicing. 

Admiral Royar. That is right. 

Mr. Batwan. There probably are a lot of other items that are the 
same to which the plan that you have on subsistence could be adapted. 
Is it only the fact that you have a shortage of items that are alike that 
is keeping you from spreading that agreement to other « athporiea, or 
are there other problems? 

Admiral Royar. Well, there are other problems, for ex cample, such 
as accounting; where we operate under stock fund and invoice it is 
pretty easy to transfer them in our own service people. If there were 


peer te ONES 
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a common accounting system—and I think as the other services go into 
the stock fund, that “will probably become a fact, to a certain extent. 

Mr. Batwan. Could you explain the difficulty under that stock 
system to the committee here ? 

Admiral Royar. In the Navy system, as you know, practically all 
of our material, or a great portion of it, is fin: anced under a stock fund; 
it is priced. As it is drawn out of the stock fund it is paid for by 
appropriation. 

Mr. Batwan. Are we talking about a revolving fund ? 

Admiral Royar. Revolving fund, stock fund. In cross-servicing, 
if you can invoice at a price figure from one to the other, you have 
eliminated quite a bit of trouble, but if you are financing the material 
under an annual appropriation and you transfer out of that annual 
appropr lation, there are certain diflic ulti ies in transferrin lo the mone y- 
That has come up, to a certain extent, in agreements However, let 
me say this, that in emergencies there has never been any question but 
what we transfe r material and then clear up the accounting. 

Mr. Batwan. This is the prob lem, as I picture it. We have a Navy 
base which has an item which an Army base commander wants. It 
is difficult for him to request the Navy for any particuular item 
because the Army may have a general depot 3,000 miles away which 
has that item. The Army base commander has no money to pay for 
the commodity he wants if he gets it from a nearby Navy base. He 
would rather order from the general depot because he thinks he is 
getting it free, that he does not have to pay for it; he has no appro- 
priation with which to pay for it. If he could get it from the Navy 
base nearby, he really ought to buy it from the Navy; the Navy has 
to be reimbursed. He must go to a distant base to get it because he 
can just requisition; is that correct ? 

Admiral Royar. Well, that was one phase of it, ves: but on the 
other hand, you must reme ahs r that in subsistence ae other supplies, 
other general supplies, you have in addition an entirely different 
problem. 

A oreat deal of this crosshauling was on original purchases. In 
other words, if you purchase tomatoes during the season, you get 6 
months free storage. Now, that ee "\ we be at the canner’s plant 
There is no reason when the quarterma ‘buys all the tomatoes that 
the N: ivy sreqi uirements cannot come out ad the plant that are nearest 
to the base. 

That cross-servicing or the crosshauling that you refer to, that 
agreement was primarily on original purchases, on seasonal purchases. 

On general supplies, the man in charge of the storehouse, for 
instance, at ee in the naval supply center, has stock control. 


He knows exactly, or to a very close estimate, the amount of material 
that he is going to nee wit in the next year. 
Now, if he were going to cross-service the Army, he would have 


to get dicate from the Army, the exact amount as to how much 
he should store; otherwise he must have too much or too little. He 
could not control stocks close enough. That, of course, is one of the 
big objections to this free cross-sery icing on veneral storage. 

Mr. Batwan. The Navy would object to getting into it as long as 
the other services do not have this system ¢ 

Admiral Royar. That is true. If, for example, on screwdrivers, 
we are going to cross-service that item to the Army, we would have 
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to get the Army’s requirements in order that our stock would be bal- 
anced. Otherwise, we might set up our stock of screwdrivers for the 
year as based on our own requirements; the Army would come in 
with a large order and we would be out of stoc “k and we would have 
to go into procurement again. It is a question of stock control. 

Mr. Batwan. Admiral Fox, let me direct a question to you at this 
point here. 

What is being done in any kind of studies trying to reconcile the 
lifferences that we have among the services which prevent us from 
roiling into agreements to eliminate crosshauling ¢ 

Admiral Fox. Well, Mr. Balwan, I would like to pick up where 
Admiral Royar left off ane stress this point, that in order effectively 
to cross-service we must plan for the usage of all of our customers, 
not only our Navy customers but our Army and our Air Force cus- 
tomers; otherwise, the material that they require will not be there 
when the “y come for it. 

I think it is thought by some that we have material in such enor- 
mous quantities that we can take on these cross-servicing jobs with- 
out planning in advance. That is not so. We must plan, and in the 
Navy our own supply system, our supply officers are in on all material 
p Jlanning procedures. ‘We might even say, In a sense, “We don’t trust 
our own family in planning for material.” 

Therefore, if we are going to furnish supplies for the Army we 
must either have the Army give us firm plans that will hold up or 
let the naval oflicers come into the Army organization to help with 
this plan, and by that, I mean that we want to know the usage of corn 
brooms, where do they use them, how do they use them, so we may 
know how many brooms we should require. 

We want usage information, and we get that in the Navy through 
our own people. ) 

Mr. Rrenuman. Well, Admiral, if you were to procure and stock 
that type of item, then, if I understand your testimony correctly, you 
would want them to give you a statement of the need and usage for 
that type of equipment so owed yen would not have to go solely by 
the request for the number that they want; you could use your judg- 
ment in procul ing’, too, is that correct ? 

Admiral Fox. That is right, sir. We want them to give us a firm 
commitment of the material. We want to go beyond that. We want 
to be sure that they know, in effect, what they are talking about. 

Mr. Rreniman. In other words, to use your expression, in your 
own shop you don’t trust your own people; you want to go bac k and 


find out what the need is and tie that in with the quantity they have 


requested ¢ 

Admiral Fox. That is correct, sir 

Mr. Porr. In other words, Admiral—if I may interrupt—— 

Mr. RrenH~Man. Yes, sir. 

Mr. PoFF. You wo ul | require the Army to @live you a firm commit- 
ment to take and use whatever est imate the gave you in advance of 
the procurement ? 

Admiral Fox. Otherwise, our money is involved 

Mr. Porr. And in making that estimate and taking it off of your 


nds, you would require them to give you a credit for the amount 
that they take? 


Admiral Fox. That is true, sir. 


| 
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Mr. Ikarp. And, as I understand, you, admiral, in addition to 
what Mr. Poff outlined, you would also want to have the right or au- 
authority, or however you want to express it, to send some of your 
people in to investigate and determine the actual uses of this equip- 
ment to where you could check and see whether this requisition was 
based on good, sound judgment ? 

Admiral Fox. Yes, sir, precisely. 

Admiral Royar. The reason for that, if we accepted all estimates— 
we don’t know how good they are. They might estimate twice as 
much as they need, and we would be left with a big stock we soni 
not move. At the same time, they might underestimate and we would 
be caught short. 

Mr. Rrentman. How much of a burden does that throw on your 
department, then ? 

First, you get a firm requisition for what they need and, at the 
same time, you have them give you information as to the use that 
they are going to put this equipment to. 

Now, you have to go back of that with a staff, or someone, to get 
that information to firm it up before you go ahead and make the 
procurement ¢ 

Admiral Fox. That is true, Mr. Chairman, and it is even a little 
more involved than that 

For the sake of the record, let’s remember we are talking now about 
general material, general stores; they are the stores that are financed 
from this revolving fund of which Admiral Royar is the 
administrator. 

That fund, and the stock acquired by that fund is, in effect, an ac- 
count of the Treasury Department. It is not owned by the Navy, 
and Admiral Royar is the custodian of it. 

In effect, it is as simple as whoever buys from this pile of material 
must deliver his money that has been ap propriated by law, and then 
you have a transition or transfer of material for money; no actual 

cash passes hands, but there is a book credit and book debit, and by 
that a ay you have a restoration of the funds used to procure this 
material so you can buy more material and keep this fund revolving. 

Now, if we are going to cross service the Army we must use the 
funds that have been appropriated not to finance a material pile tow 
the Army or the Air Force, but for the Navy. It will have to be 
increased to the aggregate of the extent that the Navy is going to 
take on cross-servicing for the Army. 

Now, that requires advance planning. We don’t know what Army 
requirements are. We would have to evaluate the Army’s require- 
ments, and as time went on we would want to check up on them be- 
cause if the Army says, “We are going to use 500,000 corn brooms this 
year,” and the Navy buys those 500,000 corn brooms and puts them 
in the places where the Army wants them available, and the Army only 
buys 200,000 corn brooms, the Navy then has 300,000 corn brooms that 
the Navy bought for the Army which the Army did not buy from 
the Navy. 

Conversely, if they wanted 200,000 and we bought 200,000 and they 
needed 500,000, we are in the hole on the other side, so it is not a simp sle 
process of going to a store and putting your money down and buying 
it and letting the storekeeper determine from that experience what 
he is going to stock in the future, because, remember, this material 
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must be there when our customer wants it. In commercial life if you 
don’t have what the customer wants, you may lose the customer. That 
is the worst that can hap pen to the merchant; but in our business it is 
a little more serious than that. We must have or get for our customer 
what he wants. He has no other place to go for it 

Mr. Batwan. On the other hand, it looks to us many times, and 
sometimes in “aE cases, kind of silly where an Army base is located 
within 20 miles of a Navy base and the Army would rather put an 
order in 2,000 miles away to have brooms shipped down to them when 
they could have bought them from the Navy base. 

Admiral Fox. J certainly agree with you, Mr. Balwan, that that is 
an area that deserves some study, and I think as the services get closer 
together a great deal of that will be eliminated. We have gone some 
distance in subsistence, and in coffee, which is a subsistence item, as 
Admiral Royar explained, but it is not as simple to spread this across 
the board of all your common items as it may seem on the surface. 
It — involve some considerable depth of planning and arrange- 
ment with the Army as to how we are going to do it. 

c t’s take your example of an Army base that is located near a 
Navy supply outiet, and they are getting their supplies from 2,000 
mil away, OF any given distance. If that Navy base is going to sup- 
ply the Army act vals we then assume the supply support—in this 
area common supplies, I assume we are talking about, not technical 
items—we have to sit down with the Army and, in effect, become a part 
of the Army mp system for that particular base. They are lean- 
ing on us for the service and, again, as we check on our own family; 


we want to check on the Army. We want that Navy officer to me 
permitted to § vo down oan see where they are using this material; 
helps him with his judgment as to planning to know the seeaiitenn 


under which this material is used and there might be economies he can 
see that could be effected. For example, we might use paint brushes 
and, due to neglect in caring for them after they are used they are per- 
mitting them to saa lify with old paint and they have to be thrown 
away and we have to buy new paint brushes. 

Mr . Ru HLMAN. It seems to me that that type of check would have 
to be fol llowed through very carefully, because it might be the policy 
of the service to be a little bit careless in making its requisitions just 
to be sure it had ample supplies, and you might find your warehouses 
overloaded with many, many items that would not be used up in a 
matter of 6 or 8 months, and you might have them for, maybe, 2 years 
or ionger. 

miral Fox. We have a very definite accounting problem. In 
the first place, I am sure we couldn’t take it on unless our customer 
would guarantee to take it off of our hands. If we bought it for him, 
we want him to buy it from us; otherwise we will get in an overstocked 
condaitio 
Furthermore, we do not want him to tell us he wants half as much 
as he requires, because he can only get what he requires from stocks 
which we got for ourselve 
We get to the position, then—he made a mistake; we have enough 


for ourselves; do we let him starve? We won't do that, so we both 
then get along with less than we would need. So it is going to require 


ver definite : adval ce planning. 
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Mr. Bauway. Is any advance planning being done? 

Admiral Fon In this particular area? 

Mr. Batwan. Yes. 

Admiral Fox. Not beyond subsistence. 

Mr. Rieutman. Right along that line, I don’t want to get away 
from the subsistence probie 4m—do you have a question in that fiel 12 

Mr. Ikarp. Mr. Balwan asked the question I had in mind, and that 
was whether or not there were at this time any studies or plans—— 

Mr. Rreniman. Other than subsistence ? 

Mr. Ikarp. Yes. 

Mr. Rieuiman. Well, of course, we know there has been made, for 
instance, the Alameda study in regard to medical supplies, and we 
are deeply interested in that, Admiral, and I would be very pleased 
to have you give us your feeling in respect to that study and the feasi- 
bility of carrying out the recommendations. 

Admiral Fox. Well, before we leave this, Mr. Chairman, in fairness 
to the Army—we have made a lot of remarks which may be construed 
as insinuating that we wouldn’t trust the Army. I assure you that it 
works both ways. The Army would have the same difficulty with 
the Navy, and if they were going to take the supply support for a 
naval activity, I think the — would be perfectly Jus stified In want- 
ing to come in and say, “Mr. Navy, where are you using this material, 
and how,” so they, too, ame plan, so I hope nothing in the record 
would insinuate we are disparaging the Army. It works both ways; 
it is as difficult for one as the other. 

Mr. Rieniman. I think you clarified that position pretty well, 
Admiral, when you said you check on your own departments, you 
wouldn’t trust your own de partments, 

Admiral Fox. Sometimes when we read this afterward you find 
that you sort of made a goat out of the other service in using it as an 
example, and I wanted to make it clear that this is certainly a two-way 
street ; it is jus st as difficult for the Army as it would be for the Navy. 

Mr. Porr. May I pursue that further 

Mr. Rieniman. Yes, sir. 

Mr. Porr. As a practical matter, what would happen if the procur- 
ing service who was reviewing the requirements of the consuming 
service would disagree as to the amount needed or the way in which 
it was to be used with the officer in the using service? Who would 
resolve the controversy ? 

Admiral Fox. I think it would have to be resolved in favor of the 
user. In other words, if there were disagreement on quantity or items, 
obviously, the service that was going to use the material, I think their 
decision should have to be accepted, but in doing ry there would 
have to be a guaranty that the procurer would not be left with the 
material that he bought, and that the one who required this material 
would also be required to buy it, in effect, from the purchasing agent. 

Mr. Porr. And that the procurer would not be left with the responsi 
bility of undersupply, in case that developed { 

Admiral Royar. That is right. 

Admiral Fox. I think, as a matter of practicability, what would 
happen if that disagreement arose it would be resolved at higher level 
in the Department of Defense. We would have either a Munitions 
Board level, or, as we expect, that would be replaced by Assistant 
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Secretary of Defense for Supply; that would be the proper level to 
resolve the difference as to quantities and/or range of items carried. 
Mr. Rresuman. All right. 
Now, if you would, Admiral, we would like—— 
Admiral Fox. Well. I have three studies here. Mr. Chairman—sub- 
sistence, automotive equipment, and medical. Which would you like 
) 
to take first ? 


MEDICAL SUPPLY STUDY 


Mr. Rreutman. Let’s take the medical first. 

Admiral Fox. Well, I would like, if J may, to defer this to Admiral 
Roy ir. Who attended those hear! nes out there and was the command- 
ing oflicer of the compe ind Supply Center until he was appointed as 
Chief of the Bureau of Si ipp lies and Accounts, and he is much more 
familiar with the details of that operation than I am. 

Mr. RreutmMan. Before he starts on that, I wonder if you would 
ike to give the committee any information or any partic ular feeling 
that you have in respect to this type of stud Vy that has been carried on 
by the different universities, how effective they are, and what they 
have contributed to the services and what ad\ antage the services have 
taken of the studies that have been made? 

Admiral Fox. Are we still t: ki Ing about medical supplies? 

Mr. Rrenuman. Well, we can take medical as No. 1, or any one of 
them that you care to. 

Admiral Fox. In that order, medical, No. 1, we find nothing in the 
study th: ut wi is conducted of the medical supply system, which I think 
was by the » University of syracuse, t hat we are in op yposition to. In 
other words, this is part of a broader study of the whole question of 
medical supphes and treats generally only procurement of medical 
supplies from a central point as contrasted with procurement at local 
leve Is to satisfy local requireme nts. 


] 


There is not thing in this report that we tal 


Syracuse report on medical supplies. 


re exception to in the 


SUBSISTENCE STUDY 


We do leay ing medical] supplies for the moment take exception 
to the report on subsistence. 

Mr. RrienimMan. Who was that study made by? 

Admiral Fox. It was made by the University of Washington. Spe- 

fically, it is my opinion that the university went be ra the scope 
of the prob lem that was given to them. The \ did not gO into it to 
the de pth that they should have and appare1 tly became so obsessed 
with service riv: alries that a orea t deal of the report was devoted to 
pointing out instances of service r valr: les and friction, and such things 
as “It is our considered opinion om maximum benefits could be 
achieved by a civilian agency for military subsistence supply ; any 
change short of that would not Jaa ate the intent interservice rival- 
ries which are thwarting the unification program.” 

Now, I find nothing in their scope of their study that asks them for 
any comment on the unification program. They were supposed to 
study subsistence. 


~ 
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Now, they have such things in their report, pointing out that while 
the services have about 1 percent of the population in the services, that 
in 1948 they used 8.6 percent of all the canned tomatoes, 4.6 percent 
of all the flour, 9.8 percent of all the sugar; in 1951 those figures went 
up as follows: tomatoes, 12.8 percent; ¢ percent for flour, and sugar, 
2.2 percent. 

Now, the truth of the matter is that this university of higher learn- 
ing had misplaced a decimal point. It should have been eighty-six 
one hundredths of 1 pere ent for tomatoes, fort y-six one hundredths 
vercent for flour, and ninety-eight one hundredths percent for sugar. 

(Subsequent investigation re ‘vealed that the tomato percentage of 
8.6 percent was correct but percentages for flour and sugar were in 
error as stated.) 

That was pointed out to them by the subsistence division of the 

sureau of Supplies and Accounts, and they very readily issued 
errata to correct their report. 

Now, it is also interesting to note that while there was considerable 
comment about the inner service rivalries and the lack of unification, 
and what not, we find that the University of Washington group started 
their study with Dr. E. G. Brown as the head; however, because of 
alleged friction within this group he was replaced by Dr. N. H. Engle 
during the process of the study. 

To conclude on the subsistence study, it is my opinion, and, I feel, 
shared by my colleagues, that this is not a good study; the recom 
mendation that subsistence be turned over to ac ivilian group, taken 
away from the military entirely which, in substance, is their recom- 
mendation, that the American taxpayer will get a more eflicient and 
economical operation, is not supported by facts and, therefore, I do 
not agree with their finding. 


AUTOMOTIVE EQUIPMENT SUPPLY SYSTEM 


With regard to automotive equipment, the study was conducted by 
the University of Michigan. 

Automotive equipment is generally considered in two oe as 
known as tactical vehicles and commercial vehicles: tactical vehicles, 
obviously, being those pieces of equipment that have no commerci: ial 
counterpart. The commercial vehicles are commercial vehicles, just 
as the title implies. 

They have recommended that this single service assignment, which 
has been made to the Army Ordnance Department, is a good one and 
should be continued. 

We agree with them insofar as tactical vehicles are concerned. We 
do disagree with them as regards commercial vehicles. We can see no 
advantage to the services and/or the taxpayers, by interposing a third 
party in a transaction for the procurement of a commodity such as 
commercial vehicles, to introduce a third party a tween the buyer and 
the seller. We don’t know what is to be gained by it. 

We do know that we have been delayed in getting our procurements 
and, actually, money has been lost which has been turned over to the 
\rmy and the Army Ordnances’ inability to commit those funds 
sulted in the loss of them. 
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We know by record that we did a more timely job when we procured 
our own vehicles, and we are certain that we can again do a better job 
than is being done now for all three services. 

I did not cover medical, did I¢ 

Mr. Rreuiman. Yes, you covered the study. It is the test, the 
Alameda test, that you would like to have Admiral Royar comment on. 

We would appreciate that, Admiral. 

Do you have other quest ions ¢ 


ELEMENTS OF PROCUREMENT AND SINGLE SERVICE ASSIGN MENTS 


Mr. Batwan. As long as we are discussing studies, I notice in the 
Syracuse study on procurement, recommendation No. 5 says, “We be- 
lieve that if joint procurement is continued immediate steps should be 
taken to strengthen the tools available for dealing with the danger of 
inflation of requirements by a department and with the diffic ulties in- 
herent in an organization drawing its personnel from three services.” 

This brings us back to this vertical departmentalizing of the pro- 
curement process where you take one function of procurement, such 
as purchasing, and assign it to a single service, leaving other functions 
such as requirements determinations, distribution and storage to each 
of the services; can that be done effect ively either by single service or 
by jointagency! Is it ever going to work ¢ 

Admiral Fox. I would like to answer that in this way: 

Basically, we must have, for instance, in procurement, three elements, 
three professions, if you will—the man who determines the quality, 
the kind of material you need; the one who determines how much 
material you need; and, finally, the purchasing agent. 

We look upon those three as our team, our purchasing or procure- 
ment team, the what, the how much, and the mechanics of actually pro- 
curing it, and when they are separated is when we can get into trouble. 

I al 1 like to go back to the paint procurement that the Navy did 
for the Army, which was not good. We both were very severely 
criticized for that procurement, and this was studied after the fact by 
the Harvard Business School group, Dr. Livingston, et al., and they 
found that there were no economies that had accrued from this single 
service assignment, or increase in efficiency, and, in effect, recommended 
that the assignment be rescinded, but the interesting part is that they 
pointed out that while the Navy was not doing a good job for the 
Army, they were doing an excellent job for themselves for the reason 
that their procurement team with regard to paint was located in the 
same building, under the same roof, and they pointed out that during 
their investigation at the Philadelphia office where our paint is pro- 
cured, the purchase man had a request for an abnormally large gallon- 
age of paint from a Navy source and he picked up the telephone and 
called in to the next wing and inquired of the stock control man as to 
the validity of this requirement, and he called back while this inves- 
tigator was sitting at the desk and said, “I have checked; it is all 
right. I know it looks like it has an extra cipher or two on it, but 
here is the reason why we require this gallonage.” 

It was good, and he went ahead with the procurement. It would 
make a better story if he did find it had an extra cipher on it, but he 
did not. 
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But the point is that the purchasing man had the facility of verify- 
ing the stock control man, he questioned it, and it was validated, and 
he went on with the procurement. 

Mr. HowiFretp. Do you mean to say he did not have access to a 
telephone to question the Army or the Air Force on a similar basis? 
The fact that they were in the same building, did that have anything 
to do with it? Couldn’t he have called New York or Chicago or San 
Francisco just as easily ? 

Admiral Fox. We had a single service assignment for purchasing, 
Mr. Holifield, and we considered, rightfully or wrongfully, that we 
had no right to question the Army as to the quality or the quantity. 
They had told us precisely what to get and when to get it and, look- 
ing back at it, I think we should have called the Army for two rea- 
sons-—quantity and packaging. As it turned out, this particular ter- 
rific volume of paint buying, which I think isa record for a single order 
on the industry in the history of the industry. 

Mr. Batwan. How much was it, Admiral / 

Admiral Fox. About 16 million gallons, as I recall it; approximately 
36 million plus, wasn’t it, something like that / 

Admiral Royar. Very close to that. 

Admiral Fox. Maybe I have it backwards; maybe it was $16 million, 
6 million gallons, but it was a terrific quantity. 

Mr. Hoirtetp. Now, your three points that you made about pro- 
curement were, I believe, what you wanted to buy and how much you 
wanted to buy, and how you buy it. 

Certainly, if a single service procurement is given that responsi- 
bility he has to interfere somewhat with that principle of “what” and 
“how much”; he has to check on that, “what” and ‘how much” in the 
other two branches, just as you did on your own branch. 

Now, if you did not practice that, then, it is not the fault of single 
service procurment, but the fault of your failure to follow out that 
principle of checking the same as you did with your own group. 

Now, maybe there is a hesitancy on your part to question the Army 
or to question the Air Force just because you are the third service, but 
that still does not substantiate your theory against single service 
procurement. 

Admiral Fox. Well, Mr. Holifield, in this particular case let’s assume 
we checked with the Army and the Army did verify or did check and 
called us back and said, “That is right, that is the qui antity we want; 
we know what we want and we know where we want it,” and the Navy 
went ahead and bought it for them, and then it turned out that the 
Army did not do a good check; in effect, they were getting 4 years’ 
plus supply of paint instead of 1 year’s supply. 

Mr. Houtrrecp. Then, of course, the onus would be on them, not 
on you as single service, but the same onus would be on you if your 
own branch of the service made the same mistake in your check. If 
they came back to you and said, “Yes, we need this,” and you went 
ahead and bought for your own service and then you didn’t need it, 
the same onus would fall back on the boys that set up the requirements 
in your own service. 

Admiral Fox. Well, again, in our system—— 

Mr. Houtrtetp. So I miss the point of your argument, possibly. 
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Admiral Fox. Well, in our system it contemplates putting these 
a teams together, locating them together, not only the 
persons, but their records with which they work. We contend it ‘takes 
that team to do this procurement: job. 

Now, if you don’t so locate them and they are separated, in this 
particular case we would have had to have called Illinois for inventory 
control, and Washington on the question of quality, and it certainly 
would be very difficult to handle that type of business over long- 
distance telephone calls. 

Our system simply requires going over the procurement request with 
the stock control division which is located, in this case, in the next 
wing, and he says, “All right, here we need 10,000 gallons of paint, 
and I don’t believe we ever bought that quantity before, how about 
taking a look?” So, he looks at the Cardex record, runs his finger 
down, and says, “Yes, here is the report; let’s get out the demand 
review; here is a planned requirement for 5,000 gallons that normally 
is not in there, so it is justified.” 

Now, all we could do to the Army is call to their attention, and in 
this particular case we called to their attention an impossible delivery 
schedule; that delivery schedule was modified to a considerable extent 
to extend this delivery over a period of 6 months. It originally came 
and they wanted it in 45 days. 

Mr. Horirtexp. I still maintain, and I don’t want to be argumenta- 
tive about this—that your failure there does not rest. upon the process 
of single procurement, but it rests upon the basic mistake in drawing 
up requirements by the Army, in this particular instance, and, 
therefore, it is of no discredit to the single procurement. 

Assuming their requirements had been correct and assuming the 
Air Force to be correct and yourself to be correct, then your single- 
service procurement would have been a good job, but to point out a 
failure to make proper requirements on the part of one branch of the 
service as to discredit the single procurement, to me it seems irrelevant 
and beside the point—if I am making myself clear. 

Admiral Fox. Well, on the basis of that, I am inclined to agree with 
vou. There were other considerations that were brought out in the 
Harvard study of this particular procurement in which their finding 
was that, in effect, it should be rescinded because there were no 
economies that had been effected or could be effected, no increase in 
efficiency. 

Mr. Hortrrerp. I am not familiar with the reports. 

Admiral Fox. As they put it, I think their first premise was that 
the purchase of paint by each of the three services was in sufficient 
quantity to reasonably expect the lowest price that you could get. 

Mr. Hovirievp. I see. In other words, there a a point “beyond 
which volume does not necessarily cut down price; I understand that 
as a business proposition. 

Admiral Fox. Exactly. Now, obviously, we are in favor, regard- 
less of the large quantities of anything we are buying, of collaborating 
with sister services to place into the market our procurement so as to 
have the least deleterious effect or impact on the market. 

Mr. Houirtetp. Would you say that the single service procurement 
by the Navy on petroleum products has not been successful ? 

Admiral Fox. Eminently successful. 
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Mr. Howtrrecp. That has been my impression on that all along, that 
it was a fine job. 

\dmiral Fox. The Army has done an excellent job on subsistence, 
but there are two things particularly suited to single service procure- 
ment. 

Mr. Howirrerp. Now, what was your naval experiment in the Ala- 
meda test ¢ 

Admiral Fox. I have not testified yet. Admiral Royar, who was 
out there, covered those details and will testify. 

Mr. Hourrietp. Fine. 

Admiral Fox. I would again like to go back to that procurement 
team, as we call it. 

I feel that we get the maximum benefit when we have these three 
men, if we can envision three separate individuals, which they are; 
together, we have a good procurement team. If they are separated, 
it at least makes it inconvenient. 

Now, we find that the great majority of the inquiries that come in on 
procurement are of a technical nature ; they don’t concern the contract- 
ing officer; he is merely an agent, a representative of the Government, 
that a textile man, or whoever he is, must come to to get any informa- 
tion that he wants regarding the contract, but I would estimate that 
in excess of 85 percent of our inquiries are of a technical nature that 
that contracting officer cannot of himself answer. He must get the 
information. 

Now, he must either tell this fellow, “You give me precisely what 
you want and I will get our technical people to answer it for you; 
I will write to them and I will have it back in 10 d: ays from Washing- 
ton.” 

Well, this fellow says, “In the meantime my production line is held 
up; 1 want to get the information right now.” 

Well, we say, “Mister, you came to the wrong office. You go down 
to Washington and you go into the Bureau of Supplies and Accounts 
and Admiral Royar there will direct you to his textile technician, 
who can answer this question.” 

The fellow gets on the train or a plane and comes down here. 

Now, the point is, if we can have in the purchasing office that tech- 
nician, it is merely a question of saying, “Certainly, yours is a tech- 
nical question. You want to get in touch with Mr. Roberts; come 
this way and I will introduce him.” 

Mr. Roberts, being a technical man, sits down and he gets the answer 
to his technical question. 

Now, if it is quantity, it is the stock-control man. We would like 
to have him available. In each of our supply-demand control points 
we have that team available, technician, stock-control man, and the 
purchase man. 

Mr. Batwan. The point that I want to make concerns recommenda- 
tion No. 5 in the Syracuse report on joint medical procurement, which 
is probably in the Harvard study, too. 

It says: 

We believe that if joint procurement is continued immediate steps should be 


taken to strengthen the tools available for dealing with the danger of inflation 
of requirements by a department— 
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Now, I think if joint procurement of medicine is continued there is 
the danger of inflation in requirements, which is apparently inherent 
in this ty pe of service or joint-agency buying. 

Have any steps been taken to eliminate that danger ? 

Admiral Fox. This report of which you speak, Mr. Balwan, again 

; part of a broader study covering not only the procurement of 
medical supplies, but the planning, the determination of quantities, 
quality, storage, distribution, the whole operation. 

Mr. Batwan. The Syracuse study was—— 

Admiral Fox. The Syracuse study is only on procurement of that 
broader problem which covers the whole supply phase, everything 
In supply management of medical supplies, and that broader study 
is ne: ae completion now. ‘That is on the Munitions Board level, 
and this Syracuse study is merely the procurement part of that broader 
study. 

Mr. Batwan. Will something be done to strengthen the manage- 
ment tools to eliminate the danger of inflation of require ments ¢ 

Admiral Fox. It certainly will, and I think the University of Syra- 
cuse was merely pointing out that while they had studied only pro- 
curement, something should be done to assure those responsible that 
there would be no inflation of requireme nts by the three services; in 
other words, that you would have good planning of the quantities, 
with judgment given as to the particular item you were buying, its 
lasting qualities. 

I am certainly not a medical man, but I know that bioties require 
a very much different type of storage from aspirin or coal-tar prod- 
ucts, and they have a definite life, like camera film, which has to be 
kept under very close control. 

Now, obviously, if they order more biotics than they are using, 
they are going to have to throw them away because they have a definite 
life, and I think that is what Syracuse U niversity was pointing up, 
{make sure] when we put this all together in one pot it is going to be 
a consolidation of a sizable operation; make sure sufficient strength 
is in the planning or determinaton of wants that we are going to buy 
and not have us do what the Navy did for the Army in buying paint. 

Mr. Batwan. Do you think it is practical, that 1t can be achieved 
in this joint buying buyi ing or single service buying ¢ 

Admiral Fox. Speaking now to medical supplies ? 

Mr. Batwan. Of any kind of single service supply, can we check 
and avoid the danger of inflation of requirements / 

Admiral Fox. Well, I certainly subscribe to checking before we get 
into them, as I testified the other day, rather than after, and as far 
as medical supplies, I think medical supplies offers a very good possi- 
bility of being something that the 3 services can buy and stock and 
distribute at a saving to all 3 of us. 

Mr. Bauwan. Yes, but we, on the other hand, have testimony from 
you where you object to having these vertical procurement agenc'es. 

You have one team set up for medicine and you are going to do 
it with automotive spare parts, and in subsistence, and you are going 
to have more of our personnel building up administrative structures 
just to service these items as we go across the board. 

Admiral Fox. Let’s not get confused with supply systems. My sug- 
gestion as to making a vertical supply system—let’s take this one, 
medical supplies. If we are going to buy, plan, warehouse, distribute, 
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inspect, and everything to the end-use of the material, if we are going 
to turn that over to a separate agency, a joint agency or a single 
service agency, then we have gone into the medical-supply business 
and divorced it from all three services and set up a vertical supply 
operation. 

Do I make myself clear on that ¢ 

Mr. Bauwan. Yes. 

Admiral Fox. Now, if you do the same thing on clothing, auto- 
motive equipment, pretty soon, I think I said, I think we will run out 
of staff to populate these vertical administrations, these vertical supply 
systems. 

Mr. Houirterp. Wait a minute. Let me try to understand you on 
this. 

Let us say there are 3 men in the Army that buy medicine, and 3 
men in the Navy, and 3 men in the Air Force, so you have a total of 9 
men there that do this job. 

Do you mean to say that by bringing those 9 men together it would 
take more men to do a single job of buying if they were all sitting in 
the same office, 3 Army men, 3 Navy men, and 3 Air Force men, that 
you would have to add men to it. 

We visualize, the committee visualizes that if this vertical setup 
of single service procurement is put into effect, it will be 1 replacement 
for 3, not an additional 3 more, not raising the number of 9 to 12, but 
reducing, possibly, the number of 9 down to 7 or 6 or some smaller 
number than is now necessary in the 3 separate buying programs. 

Admiral Fox. Well, Mr. Holifield, you are speaking of purchasing. 

Mr. Houirrevp. Yes, of the procurement field. 

Admiral Fox. I was talking of a supply system which is inclusive 
of purchasing, determining the quantities you want, planning of quani- 
tities, the purchasing, the receipt, warehousing, distribution, a com- 
plete supply system. 

Mr. Houirterp. All right. I am thinking about that, too, then. I 
will think about that with you. The same principle that we are think- 
ing about applies to that. 

Let’s take the Alameda area—let us say there were 3 warehouses 
and 3 stocks of medical inventories and 3 groups distributing and 3 
groups setting up requirements in that area. 

Isn’t it possible to consolidate them, all of those different func- 
tions in your supply system, to consolidate them and let them sit 
together as a team and do this job and use 1 warehouse and 1 dis- 
tributing group and have 1 inventory for serving that immediate area ; 
isn’t there some element of efficiency that could be obtained by con- 
solidating those! Does it need to add additional manpower to do 
a job like that ¢ 

Admiral Fox. You are speaking now of medical supplies again in 
Alameda ? 

Mr. Houirrerp. Yes, I am speaking of medical supplies. 

Admiral Fox. That matter is and has been under continuous study 
for several months and I personally am not prepared to tell you be- 
cause I don’t know the results of it, and I could not tell you, frankly, 
whether or not we can effect any savings by that. I certainly think it 
justifies study and if savings are indicated either in consolidation of 
procurement or consolidation of storage spaces, certainly we could go 
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in for it, but just to flow these things together on the assumption that 
if you can consolidate them you are going to save money I think is 
fallacious. You are going to overconsolidate. 

Mr. Houirierp. I agree with you on that, but take a business princi- 
ple. Both my colleague, Mr. Riehlman, and I have a business back- 
ground, and we realize that there is such a thing as waste in the 
duplication of facilities and duplication of inventories and duplication 
of personnel in serving a given number of people. We find that going 
on continuously in private industry where too many grocery stores 
come into a given populated area and there is a waste there in dupli- 
cation of inventory and personnel, and pretty soon some of those 
cane stores go broke. but in the Government you don’t go broke; 
vou perpetuate an overstafling or an oversupply of these same types of 
services because there is no study made or no competitive force in 
existence there to eliminate the waste that there is in your regular free 
enterprise system. 


Admiral Fox. I think that if we feel that this consolidation of sup 
ply sy stems offers an op port unity to save money or increased efficiency, 
we should boldly face it. Let’s have a study of a fourth service of 
aoa now, but if we keep setting up vertical supply systems by com- 
modities—I am not speaking only about procurement or purchasing; 
proc urement and purchasing are not ao Vmous 5 procurement in- 
cludes purchasing; it is a broader title, but I use it and I think we all 
use it synonymously at times—as distinguished from consolidated pur- 
chasing, we are fragmenting supply systems such as they exist now, 


and eventually somebody is going to put the whole thing together into 
a fourth service of supply. 

Mr. Houirievp. — is possible, and I think I would be for that if 
you were convinced it would be economical, and the reason we are 
setting it up by con modi ity, very frankly, is because we are doing it on 
an experimental basis, and if it does work out on 10 different com- 
modities or 5 different principal commodity supply areas, then 
“ re is no argument against having this fourth service of supply 

id replacing the 3 separate services of supply. 

Admiral Fox. Well, of course, we are all entitled to our opinion. I 
think there is a definite argument against it on two bases. 

One is, and I know this is trite and I put it in the record with some 
misgiving, inl that is that the service of supply must be responsive to 
the command. It is just as essential for a military commander, be he 
Army, Navy, or Air Force, to have command of his material, as it is to 
have command of his personnel. 

Mr. Hortrretp. Out of three normal services of supply now. 

Admiral Fox. That is correct, and if we consolidate them it is my 
opinion we will have established a situation whereby the tail will wag 
the dog, that the service of supply will be bigger than the services 
they are supporting. 

Mr. Houtrteip. Well, if the three services combined now are bigger 
than the services, then the situation wouldn’t be changed, but if your 
fourth service of supply was smaller than the three present ones, then 
there would be a gain along the line of efficiency. 

Admiral Fox. Well, if that were to be so, I agree with you. 

Mr. Houirtetp. That is, of course, our objective. We are not think- 
ing of setting up a fourth service of supply that would be bigger than 
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the three existing sources of supply. We are thinking of unifying 
these three that now exist into one which will be smaller in the overall 
than the three that now exist. 

Of course, that is the objective that we are thinking of, and it may 
be wrong; I am not sure it is right myself, but let’s put it in its proper 
perspective. Let’s not talk about building something bigger than now 
exists. We are building something smaller than now exists. 

Admiral Fox. I think it should be looked into and deserves the 
best that can be put upon it because it is a very difficult situation, but 
it seems to me it ought to be reasonably clear if we would approach it 
on the basis of a debit and credit side of the proposition. 

Let’s be specific: “Navy, you got the paint assignment; how many 
additional people did you put on to take on this paint assignment for 
the Army and the Air Force?” 

There is an answer to that. We took on additional people. 

Mr. Houtrievp. That is right. Now, if you took on more to do the 
job than were already in the two services, I would say you proved 
your point. 

Admiral Fox. Let me finish, please. 

One other question, to the Army and the Air Force: 

“The Navy took on—” and this is hypothetical—20 people. How 
many people did you let go, Army and Air Force?” 

Mr. Hourrierp. That is right. I follow you LOO percent on that. 

Admiral Fox. Now, let’s do it not only with paint; let’s do it with 
this clothing, ASTAPA, Armed Services Textiles and Apparel Pur- 
chasing Agency 

Mr. Hourrrevp. I agree, that is sound ground. And if single pur- 
chasing has not replaced some of these others then we are building 
this fourth extra service which you were talking about. 

Admiral Fox. In other words, it doesn’t seem too difficult to me 
for us to study it before the fact; are there economies and/or gain in 
efficiency indicated? If so, let’s go into it. 

Now, after we are into it, it shouldn’t be too difficult to prove whether 
those gains in efficiency and/or economy were effected. 

Mr. Ikarp. Don’t you think until there is such a study and ex- 
ploration of the problem completely that you are continu: ally going 
to have the inquiry made, “Why don’t we do this?’ 

Admiral Fox. Yes, sir; I certainly think so. It is awfully hard to 
get people to study something on which they have already formed 
an opinion. 

Mr. Ikarp. I realize that. 

Admiral Fox. And we are all opinionated; I am, too, as you can 
determine from my testimony here, but it seems to me that we get 
people that come into these things with a preconceived idea and once 
they are put into operation they are put in by power or they wouldn’t 
be in; somebody who had power of decision put them in, and it turns 
out to be an ugly child. Did you ever see a mother that didn’t like 
her ugly ¢ hild? “And it is the same with these people; they love their 
ugly children, and it is not that they are ugly; it is because you are 
looking at them through the wrong glasses and you happened to see 
Minnie when she had her hair in braids; wait until I get her dolled 
up and ribbons on her hair. In other words, do these things and 
Minnie will look good; she doesn’t look good so far, but it is partly 
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your fault because you are always looking at her playing in jeans and 
full of mud. Come around on party day when she has her ribbons on 
and take a look. 

Mr. Houirretp. Admiral, I would like to comment on one thing you 
said. You said there is a basic principle that the service must con- 
trol itsown suppply. Now, I would like to explore that just a moment. 

Let us assume that there is this single service functioning in any 
area. Let’s take paint. We have had some service in that. If the 
Navy y has the power to set its own requirement and furnishes it to this 
single service, whoever it happens to be, and if the Army and the Air 
Force have that same power as they did in the case of paint, and if 
that is done efficiently, and if there is a scrutiny at the center as to 
that efficiency, and if the purchase is made of the paint and you have 
the power to requisition your needs there, then isn’t that principle 
maintained that you shall have control of your own supply; in other 
words, you set the requisition of the amount and you set the amount 
that you want purchased; it was purchased, and you have the power 
to withdraw that just like you withdraw your own money from the 
bank. Has there been any violence done, if that sort of a system is 
set up, to that principle that you enunciated ? 

Admiral Fox. If everything works perfectly, Mr. Holifield, it will 
work fine. 

Mr. Houirrerp. That is true, if it works perfectly in the present 
setup, that is fine. 

Admiral Fox. The fact of the matter is that normally it doesn’t 
work that smoothly and that material that you want is not always 
there, and when it is not there the military commander has lost the 
power, if we have a single service of supply, he has lost the power that 
he now has because he not only controls all the materiel and per- 
sonnel that he has under the command, but he controls the people who 
get that materiel. We have had battles and wars lost not because of the 
lack of courage of the individuals who were fighting or the will to 
fight, but simply because that materiel that was required wasn’t laid 
down for them. 

Conversely, we have had wars won as recently as World War IT, in 
my opinion, because of the ability of the American producers to put 
material down in such profusion that our enemies couldn’t cope with 
it. I don’t think our enemies were any less courageous than we. 
Certainly, they were the most tenacious enemy in the Pacific that I 
had ever dreamed of. It wasn’t a lack of courage. The American 
production beat the Japs and the Germans. 

Mr. Hovrrretp. All this I will agree to, but you have not touched 
the point which we are reaching for, and that is admitting that you 
have this profusion of supply. Did you have too much supply? 

Admiral Fox. Yes, sir. 

Mr. Hovirretp. Yes, sir; and to what extent could that supply have 
been cut down without damaging the war effort—and we realize 
there must be some waste, there must be some excess, and all that, but 
how much of that excess and how much of that profusion was un- 
necessary? Could the result have been obtained by less? 

We are seeking to find a way in behalf of the taxpayers to give you 
all in the world that you need, and some more besides, but not a 
great deal more than you need to do the job. That is what we are 
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seeking in behalf of the taxpayer. I know you are sympathetic with 
that viewpoint. 

Admiral Fox. We want to make that a closed circuit. We want to 
help you to help us so that if we fight a future war and when the bell 
rings ending it the last bullet will be fired and the last bean will 
be eaten. 

Mr. Howirie.tp. No, I am not asking that. That is not what we are 
asking for, but we are asking that you don’t have a hundred million 
pounds of beans left when maybe you could get by with 25 million left. 

Admiral Fox. I certainly apologize ; I didn’t mean to be facetious. 

didn’t originate that expression; it was Admiral Halsey, I think. 

However, we are seeking constantly to get better control of this 
supply problem and certainly when we look at this thing in retro- 
spect, there were some terrible mistakes made. We could have fought 
the last war so much more economically than we did. 

Mr. Hottrrevp. If you had centralized control of supply, because 
I think you will agree with me that none of the services were aware of 
the tremendous inventories that were being piled up by each, and in 
some instances those excess inventories could have been utilized by 
spreading them among the three services. 

Admiral Fox. I am going back to the first part of the statement; 
I am not going to agree with you that it could have been done if you 
had centralized control. I am of the opinion that this problem is 
too big for a centralized control of the three services. Centralized 
control with any service and a coordination between the three, yes, 
but a single supply system to tuénish all three, to support all three 
when their missions are ra rent, entirely different, that I cannot buy. 

Mr. Houirrevp. Well, I can see that you are sincere in your posi- 
tion and the committee is on adamant in its exploring into this matter. 
We are trying to find out the way to do this thing, and if there is a 
better way. Maybe this other way isn’t the best way, but we are 
exploring that and we are not ready, frankly, to take the judgment 
of the individuals in the three branches of the service because they 
lave consistently opposed any type of unification as a matter of deep- 
seated belief, and yet we have seen some integration occur which we 
think has been beneficial, and maybe there is more that can be. 

Admiral Fox. I wish I could make you see this as clearly as I see 
it, just as clearly as I see your position in cataloging, which I can 
buy 100 percent—that is unrelated to this. 

Mr. Rrenuman. Well, Admiral, we have a quorum call and I think 
we had better stand in recess just a moment. 

Now, if counsel or Mr. Balwan has any questions he would like to 
ask, I have no objection to his continuing on so that we can get this 
matter cleaned up before lunch, if possible. We have other people 
coming in this afternoon. 

Mr. Batwan. We will wait until you get back. 

Mr. Rreneman. All right, but have you anything about this ques- 
tion in regard to the Harvard study? I am anxious to know what 
really happened and whether or not there was an order issued reseind- 
ing any single procurement after that study was made, and we would 
like your answer when I come back. 

Admiral Fox. I can tell it to you while you are going up there. 
That was one of those—“You say our child was ugly, but come and 
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look at it when she has some blue ribbons on and she won’t look quite 
SO ugly.” 

Mr. Rrenuman. All right. We will stand in recess. 

(Whereupon, at 11:30 a. m., the hearing was recessed, to reconvene 
following the members answering the quorum call. ) 

(Whereupon, at 11:45 a. m., the hearing was resumed.) 

Mr. Rreutman. I think the other members will be back here within 
the next few minutes, and we will proceed with the hearing. 

We have been talking about several other projects in this procure- 
ment program, and we started out, Admiral, hoping you would give 
us some views on the Alameda study, and I hope we can get back to 
that at this time and « omplete that phase of it. 

Admiral Royar. All right, sir. 


ALAMEDA TEST PROJECT! 


The Alameda test was one of distribution rather than procurement, 
a test of single-service distribution. 
In order to give you a little background, I might say that the naval 


medical supply depot was located at the naval supply center at Oak- 
land. When the test was conceived the Army medical supply depot 
was at the Army base, which is right alongside of the naval supply 
center. 


In order to get comparative costs we took a 6 months’ base or 6 
months’ cost of the operation of a medical supply depot at the naval 
supply center and 6 months’ cost of the medical supply depot at the 
Army base, and just after obtaining these base costs the Army medical 
supply depot was moved to Alameda in a building that they had con- 
structed there and renovated to take the depot, so that in looking at 
the cost we must remember that the naval cost was actually on the 
Oakland medical supply depot cost, and the Army costs were on the 
costs of its old depot, which was at the Army port of embarkation. 

The test started in March 1952 and lasted 6 months. In order to get 

started the Navy moved in about 1,500 tons of supplies from the Oak- 
land naval supply depot. 
They |} iad con side rable work to do there because of the difference in 
the type of distribution, and to explain that I might say that the Army 
type of medical distribution is in bulk from their depots; they sent out 
bulk supplies to the various hospitals who, in turn, redistribute to 
their satellites. 

The Navy doesn’t do that for two meres The first is that a great 
many of our sup plies go to ee and the ships move around consider- 
ably, and we have found it impracticable to keep any stock of mate- 
rials at hospitals to supply ships because the need is not too well known. 

Secondly, many of the shipments are comparatively small in the 
medical supply line so we can send a great many of them out by parcel 
post or direct shipment, which we do. 

The second thing that we had to overcome there was the fact that 
the Army does not bill for their supplies. They ship on a shipping 
ticket which has no mone y involved at all. The Navy does bill. They 
invoice every bit of material direct to the end user at a money value. 

There are those differences in the matter of operation. Inasmuch 
as the Navy shipped direct we had to put up a great number of bins 
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in the Army storehouse, which we put up and filled with the 1,500 tons 
of material prior to starting the test. 

The Army, the Air Force, and the Navy leaned over backward in 
giving service and, as a result, at the end of the test we found that the 
service to the fleet and to the other activity was satisfactory. 

Unfortunately, the questionnaire that was sent out simply had “Is 
the service satisfactory or unsatisfactory!” I think the Navy had 
only 1 or 2 minor complaints, and that was not the fault of the test 
at all. It was the fault of some of our invoices. But let us Say the 
service was satisfac tory. 

Now, getting down to the costs or to the operation, first—the opera- 
tion of this test was smooth. Of course, although we have a war in 
Korea, we had no combat losses; transportation was excellent and we 
had no trouble there. There was no harassment in the lines of supply, 
and it was for all intents and purposes a perfect peacetime operation. 

The supplies that the Navy had in there, as I say, started with 
the 1,500 tons, or igins lly, and the on we re ple snished it from the Oakland 
depot weekly or biweekly as our bins were depleted. At no time did 
we have over 4 or 5 percent of our stock in the depot. 

The receipt of material, for the most part, went into the Oakland 
supply depot as before; all of the invoices were written there. We 
had our EAM machines in the naval medical depot, at the naval 
supply center, so we had to send back and write our invoices there. 
In my opinion, this was just simply a test of warehousing. 

We were unable with time or with the facilities to put all of our 
stock in the Alameda depot, to make this agency responsible for all 
the stock. The Army h: Z all of their stock, I think, with the exce ption 
of their backup, and perhaps in the interior, but they had the majority 
of their stock in the depot. We trucked ours over as needed, and in 
the final evaluation there were some 23 or 25 elements of cost that 
went into the base cost of the depot, but only 3 of those were taken 
over or considered in the final analysis, and it is my opinion that 
we did not get, from an economical standpoint, a full test of the 
operation, 

For example, the cost of taking that material from Oakland over to 
the base was only partially taken care of. They did not count in 
there the total cost of invoicing, which was a good-sized operation 
because we had to take all of our papers back to Oakland to write 
invoices over there. 

There was a duplication in handling because we trucked all of our 
material over to Alameda and in many cases put it in the bins, took 
it out and packed it and trucked it back to Oakland again to be shipped 
out by water. 

I don’t think that we are going to get a fair test of the operation 
until we can get some place that can do the whole operation rather 
than to try to evaluate and estimate costs. 

For example, we had to maintain, and it was part of the test—we 
had to maintain the Oakland depot. We had to maintain our in- 
ventories there. We kept our inventory teams; we had to receive; 
and then, as I said before, take it over to Alameda and, in many 
cases, bring it back again. Of course, parcel post was packed at 
Alameda and shipped out direct. 

Mr. Rreutman. If I get your statement correctly here, there was 
not a complete elimination of the Oakland base ? 
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Admiral Royar. Oh, no. 

Mr. Rreutman. That wasstill active, to some degree ? 

Admiral Royar. As a backup, yes. That was in part of the test. 
It was stipulated that that Oakland depot would be kept open and 
ready to go back on full operation within 48 hours. 

Mr. Rirutman. Provided the test didn’t work out satisfactorily, 
and there was agreement to carry on that type of operation ? 

Admiral Royar. That is right, but, as I say, no more than 4 or 5 
percent of our medical stock in Alameda at any 1 time, and I think 
to have a fair test to see whether it is going to pay or not, we have to 
put it into a place where you can completely stock for all services. 

Now, although we operated in accordance with the instructions, it 
was not truly a one-service operation. The Navy had its own people 
in Alameda; the Navv controlled its own stock in Alameda and the 
Army and the Air Force controlled their stocks. There was no 
pooling of stocks. We financed our stocks out of our stock funds, 
and the Army financed their stocks as they had previously. 

Mr. Banwan. Well, in that connection, if I may just ask a question, 
if all three services had had a more nearly similar accounting system 
for materials might not there have been fewer problems in coming 
to conclusions ? 

Admiral Royar. That is correct. 

Mr. Batwan. Is it not true that currently the Army and the Air 
Force are going into a stock fund accounting system for medical 
supplies ? 

Admiral Royar. That is correct. 

Mr. Batwan. So that if they had waited or if they repeat the per- 
formance, and I understand Alameda is still continuing 

Admiral Royar. They are still continuing—— 

Mr. Barwan. They might be able to arrive at—— 

Admiral Royar. At a more conclusive conclusion. 

Mr. Rrenuman. Admiral, what is your feeling concerning the con- 
clusions of the Munitions Board with re spect to this test ? 

Admiral Royar. Well, to tell you the truth, I haven’t seen the 
conclusions yet. 

Mr. Rreutman. Well, No. 1, the report says that it is feasible in the 
west coast area to assign to a single medic al department, (a) local 
procurement of material authorized and required by any military de- 
partment; (6) the distribution, including storage, issue, and mainte- 
nance of medical “ie and equipment. 

That is just No. There are five other conclusions. 

Admiral Royar. Well. from what you have read there, I don’t 
agree; taking this test as a basis, I don’t think they have sufficient 
evidence to make that conclusion. 

Mr. Rreuiman. Well, now, let me ask you this: 

Do you recommend that the test be continued and that the recom- 
mendations that you have made here previously be carried out to 
prove whether or not that type of an operation is feasible and econom- 
ical ? 

Admiral Royar. Yes, sir; I think the test—if we are going to look 
into this, and you want further investigation, I think that the ground 
rules of the test ought to be changed. In other words, I think before 
we go into it we ought to have more exact instructions on accounting 
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so that we can evaluate the expenses of the operation against the 
expenses prior to the operation. 

1 think there are too many estimated costs in there; there are too 
many costs that were not considered. As I said, we had some 25 costs 
that went into our base and only 3 of those were considered in the 
final record. 

I would like you to understand that as far as I am concerned, I 
would like very much to do anything to decrease the costs of our 
operation, but I am not convinced from this test that it is going to 
cost less. 

Mr. Rreutman. Well, following up something that Admiral Fox 
had to say, I think, this morning in response to Mr. Holifield’s ques- 
tion—if you take over the services for one of the other departments, 
a great question arises as to whether or not there was any elimination 
of employees in the department where the service was taken over. 

Now, were you able in this experiment on the west coast to eliminate 
any of the personnel in your operation? 

Admiral Basen: No, sir; not under this test. In fact, in my opinion 
it took a few more. 

Mr. Rrentman. Well, then, what happened on the Army’s side? 
Did they hire more employees? Do you have any knowledge of 
that ? 

Admiral Royar. No; I have no knowledge of that, but I rather 
doubt that they took on very many because, as I said before, the stocks 
of the 2—the Army and Air Force stocks and Navy stocks were under 
the control of the 3 services. In other words, we had our stock control 
people right in there working with the Army; it was not a pooled 
venture. 

Mr. Rrenitman. Well, I think one of the members of the staff has 
given you a copy of the conclusions for you to take a look at. What 
is your observation on Nos. 2, 3, 4, and 5? 

Admiral Royar. On 2, in my opinion, I don’t think there was suffi- 
cient cost data to prove that there was any saving in duplication there. 

Mr. Batwan. It may be wise to read it into the record to make it 
more understandable. 

Mr. Rreniman. Yes. 

Admiral Royar. Yes. 

Conclusion 2, that economies can be achieved by the elimination of 
duplicated administrative and overhead costs. Based on my observa- 
tion and what I know of the test, I don’t think that there is evidence 
in the Alameda test that there was any saving, as far as the Navy is 
concerned, 

3. That effective military medical supply support and the supply 
functions of distribution, including storage, issue and maintenance, 
and local procurement was rendered by an Army facility to all con- 
sumers of all three departments in the area of the test. That is true; 
“ cece was satisfactory. 

A cross-servicing was facilitated and contributed to the effective- 
ness of supply support rendered. The cross-servicing—there was 
some cross-servicing. Frankly, I don’t know how much. We have 
no record of it. I can try to find out and supply it to you, if you 
would like. 

Mr. Rrentman. That might be helpful, Admiral, for the record. 

35356—53——1T 
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Admiral Royar. I think that there is a record of how much the 
Army Air Force furnished the Navy, and how much the Navy fur- 
nished the Army Air Force, and I will get that and supply it for the 
record. 

Mr. RreuitmMan. Fine. 

(The material above referred to is as follows:) 


Interservice transfers (cross s8¢ rvicing )- Period Mar. 1, 1952 dug. $1, 1952 


A. TRANSFERS MADE AT DEPOT LEVEL NOT SUBJECT TO APPROVAL BY HIGHER 
AUTHORITY 


Dollars Line items 

Army to Air Force $22, 882 355 
Army to Navy 76, 230 435 
Air Force to Army 30, 235 312 
Air Force to Navy 6, 402 66 
Navy to Army 67, 53 517 
Navy to Air Force 18, 764 403 
Total_. ; 222, 050 2, 088 


B. TRANSFERS MADE AT DEPOT LEVEL AFTER APPROVAL BY HIGHER 
AUTHORITY 


Dollars Line items 


Army to Air Force $21, 167 | 233 
Army to Navy 48, 596 210 
Air Force to Army 200, 059 | 236 
Air Force to Navy 15, 005 | 66 


Ce ricchkspdber mands aku inoue cddutonoadtmnpaginstdacencp siccacontaabiweuepeninw aleeeenias 
Navy to Air Force e - 


Total... ‘ ‘ ‘ . 284, 827 745 


1 Higher authority usually the supply demand control points, Brooklyn, N. Y. 


Admiral Royar. 5. That the pattern established by this test is 
adaptable to full mobilization. 

Again, I don’t think there is any basis for that conclusion because 
the whole operation was on a smooth, peacetime basis. There was 
no shortage of any material; there was no sudden demand for ma- 
terial; none of the things that come up when you have sudden mobili- 
zation and sudden mushrooming of the forces; and I certainly would 
hesitate to say that, based on this test, it was suitable for mobilization. 

In the first place, the stocks that can be carried at Alameda are 
comparatively small, compared to what would be needed for mobili- 
zation. Certainly we would need vast backup stocks. Now, where 
are those going to be? Are they going to be in the hands of the sev- 
eral services or in the hands of the single agency? That question 
was never gone into at all. 

Mr. Rreutman. With the war that we have had going on in Korea, 
and as Admiral Fox mentioned a minute ago, the flow of supplies 
was rather smooth, no interruption 

Admiral Royar. No interruption at all. 

Mr. Rremiman. If there had been an interruption in the receipt of 
supplies, would there have been on the west coast at that time avail- 
able stocks in the two depots sufficient to pick up that slack ? 
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Admiral Royar. For the Navy, we would have had it at Oakland 
in our depot, not at this test station, but at our Naval supply center 
we would have had it because we maintain our mobilization stocks 
there. 

Mr. Rrenitman. Do you have any other questions on that point? 

Mr. Batwan. Not on that point. 

Mr. Rreutman. Mr. Poff / 

Mr. Porr. Not at this time. 

Mr. Rreniman. Do you have other questions you would like to ask 
the admiral ? 


Mr. Batwan. Yes. 
NAVY IMPLEMENTATION OF DOD DIRECTIVE 4000.8 


The military system regulations which began with the 4000.8 direc- 
tive were set up for the purpose of, I think it was stated— 
to achieve a more integrated supply system designed to meet the needs of the 
military departments without duplicating or overlapping of either operations 
or functions. 

That part that I have read is from the O’Mahoney amendment, 
which was section 638 of the Department of Defense Appropriations 
Act of 1953. That resulted in the 4000.8 directive, which became the 
basic regulations, and then after that there was another set of regula- 
tions or orders saying that no money shall be spent without regula- 
tions from the Department of Defense. The implementation of 4000.8 
calls for cooperation from the departments to look through their 
system of supply regulations and to point out those regulations which 
are in conformity with the basic directive, 4000.8. If regul: ations are 
consistent with 4000.8 there is a chance that the Navy’s policy may 
become a Department of Defense regulation. 

The question that I want to ask on that point is this: 

Are we actually getting anything new or different because of 4000.8, 
Admiral Fox? 

Admiral Fox. I think there is no doubt that we are getting closer 
integration between the three services as a result of the 4000.8 direc- 
tive. 

While you were asking the question I was trying to call to mind 
something new that had evolved as a result of it; I think that is what 
you are after. So far, I am defeated; I can’t think of anything that 
was brand-new. 

Mr. Batwan. Well, put it this way. Even if we can’t think of 
something that is new, has anything developed which could not have 
ben done without 4000.8 ? 

Admiral Fox. In my opinion, no. 

Mr. Batwan. You people are required to submit monthly reports 
to the Secretary of Defense saying what you are doing that is in con- 
formity or promoting or implementing 4000.8. I am wondering 
whether that is not paperwork that you are required to do, and that 
you do submit which explains a lot of things which the Navy does 
which they might have been doing anyway without this directive. 

Admiral Fox. Well, I think that is true, if I understand your ques- 
tion. The implication is that “aren’t we merely generating reports 
of what we are doing that would have been done in any event and 
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thereby nothing is gained by making a report to the Secretary of 
Defense” ? 

Mr. Batwan. That is right. 

Admiral Fox. There is this gain insofar as the Secretary of De- 
fense is concerned. 

If we may assume that is bringing the reports of the three services 
sieeaihe r and formulating, if you will, a picture of the implementation 
of the _ 8 directive, which, as you appreciate, was rather broad, 
and I think it is, from a management standpoint, providing him with 
a consolidated picture of what is going on in the three services. I 
have no way of knowing what the other services are reporting to him, 
because we are not furnished copies of those reports, but ours have 
been rather complete, I believe, and on the assumption that the other 
services are just as complete—and I have no reason to doubt that—I 
think that the Secretary of Defense level again has a much more 
consolidated picture of what is being done than he ever had before. 

Mr. Batwan. Well, in section III, C, of directive 4000.8, which 
deals with distribution, it states that as a minimum all supply account- 
ing at depot, post, camp, and station levels will be developed to achieve 
control on a quantitative and monetary basis. Is that not something 
which the Navy feels it is already doing ? 

Admiral Fox. Yes, sir. We feel that that was aimed at another 
service, which would require them to have fiscal control as well as 
unit control; in other words, to price their stores. 

Mr. Batwan. The same section states that stock levels shall be 
established to maintain at the lowest practicable level such prescribed 
uniformity between military departments where similar conditions 
exist ; effective controls shall be established in all areas, and so forth. 
Has there ben any change in the Navy’s procedures on stock levels or 
regulations on stock levels since 4000.8 came out ? 

Admiral Fox. None that I know of, sir. Again, I think what they 
were aiming at there is that each of the services say they maintain a 
certain stock level. Well, in order to evaluate, let’s assume that one 
says it can operate on 1 month’s stock, one on 6 months’, one, 4 months’ ; 
in order to evaluate that disparity in stock levels, we must know the 
department to which each of the services is reporting. In other words, 
this is hypothetical. Let’s assume that the Navy system of account- 
ability does not extend beyond the depot level, and when it is issued 
from the depot to the user, the subordinate activity, it is charged off 
against an appropriation. The material has not disappeared, but 
from an accounting standpoint we have wiped our hands of it because 
it has been issued. 

Now, below the depot level we have posts, camps, and stations, or 
their counterparts, in the Navy. If those naval stations at the local 
level are loaded with inventories and there is no reporting of inven- 
tories to a central point, you don’t know what is in the system. You 
get a distorted picture if the Navy says they can operate on a 6 months’ 
stock, 6 months at the depot level; what have you got beyond that? 

Now, the Navy has ace ountability—and again I hope this will not be 
interpreted as implying that the others don't; I don’t know—but the 
Navy has accountability down to the last level, unit, and money. 

Mr. Barwan. All right. ; 

Admiral Fox. In other words, ships are required to take an annual 
inventory ; they have to render property returns. We know what they 








MILITARY SUPPLY MANAGEMENT PROGRAM 255 


have on board, and through our reporting system from our major and 
secondary supply activity, as I explained the other day, we report every 
3 months precisely what business we are doing, how many we have 
on hand, how many we issue, how many did we buy and not receive, 
how much of our requirements are excess. 

Mr. Batwan. I have read Nos. 2 and 3 of section III, C. No. 1 says 
that within each military service there shall be established and main- 
tained but one single supply and inventory control point for each 
category of items. Now, I understand the Navy has that? 

Admiral Fox. I interpret that as meaning that they were direct- 
ing the other two services to adopt the Navy’s system of keeping their 
supplies by categories and having each category under a control peint. 

Mr. Batwan. As to No. 5 of section III, C, regarding common- 
use standard stock items, is not that a Navy practice also? 

Admiral Fox. That is correct. Again I think they were simply 
describing the Navy’s method of having one pile, in effect, of general 
stores from which all parts of the Navy must go to buy. 

Mr. Batwan. No. 6 in the same section says that stocks of common- 
use standard stock items will be financed through stock revolving 
funds; that again is a Navy system? 

Admiral Fox. That is true, sir. 

Mr. Batwan. It looks to me as if a Navy man must have written 
4000.8. 

Mr. Rresitman. You are not insisting upon an answer for that? 

Mr. Batwan. No. 

Admiral Fox. Off the record, I suspect somebody that at least knew 
about our system wrote it. 

Mr. Batwan. I think that answers my questions on 4000.8, Mr. 
Chairman. 


COORDINATION OF SUPPLY MANAGEMENT IN THE DEPARTMENT OF DEFENSE 


Mr. RrewiMan. I was interested in the comments that were made, 
Admiral, between you and my colleague, Mr. Holifield, here in respect 
to this fourth system of supply, and I feel that, as chairman of this 
committee, we do not want to convey the idea to you or any of the 
services that we are promoting any such idea as the “fourth service 
of supply.” We are definitely opposed to that; at least, Iam. I am 
of the opinion— and I am expressing my own personal opinion—that 
the three supply systems must be maintained for the three different 
services, 

However, we feel that in different areas where there is duplication 
and where there is overlapping we want to see that eliminated, if 
possible, and have one service take over the procurement, and possibly, 
warehousing and distribution. 

I am tremendously interested in the portion of the reorganization 

lan which has been sent up here to the Hill to authorize an Assistant 
Secretary for Supply and Logistics who will have a direct line of 
responsibility down to the three services to see that these pro- 
rrams are carried out within the different services so that we don’t 
Fave a complete duplication in different areas, and that we are not 
loaded up with tremendous excess and surplus quantities of many of 
these items. In industry we follow our inventories; and I am not 
picking on the Navy now because I am quite impressed with the sys- 
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tem that you have; but industries have an inventory that they car ry 
year after year and they know exactly what they have purchased, 
they know what their surplus is, or their inventory, and they know 
exactly what they have sold, so they come up to the end of the year 
and they have to take a look at what they have in the way of funds 
to procure for the next year. So they have someone down the line 
in charge of the procurement of these different items pinpoint exact- 
y what has happened. When he calls the boys in, the manager of 

department store, or be it any other big industry in the country, 
says, “Well, apparently what you ge ntlemen are asking for here is 
going to run = several millions of dollars, m: aybe 5 or 6, and we 
only have about 450 thousand that we can actu: ally put into the pro- 
curement field this year. 

“Now, let’s get down and take a look at what we have and where 
we can realistically cut out additional surpluses or duplication of 
some types of items that we have in the store for sale and thereby 
meet this 450 thousand limit that we have, and meet it in a realistic 
way.” 

Now, I propably have expressed what I have in mind in a rather 
poor way, but that is the way I feel about this situation. 

ie we are going to make our dollars go as far as they can possibly 
go, we have to have a constant screening and constant knowledge 
of w hi at we * ave in all the services and then have someone respons sible 
to say, “We cannot go all the way on these different items because we 
haven’t got the dollars to go around,” but you know in your service, 
because of the knowledge of what you have, that we can cut back in 
these certain areas. 

That is what I am hopeful can be brought about through an or- 
derly system under the Assistant Secretary of the Department of 
Defense on this program. 

Have I come anywhere near the thinking of either of you gentle- 
men ¢ 

Admiral Fox. Yes, sir; I am heartily in accord with what you say, 
Mr. Chairman. I would like to point out this, that we do have some 
difficulties in our operation that are not in industry. 

Specifically, with regard to your comments on inventory, all that 
you say of indus try is true, but you have one very important thing 
that we do not have in the service, and that is a profit-and-loss state- 
ment. We are, in a sense, operating in a vacuum as far as profit 
and loss is concerned. We do not have that final paper, whether it 
is black or red, that tells us whether we were doing a good job or not. 

One other point, you have a planned turn for stock. Speaking 
of general merchandising now, let’s again pick on our friend Sears 
& Roebuck, where their policy, I believe, is 6 months. 

If that stock does not move in 6 months it heads for the base- 
ment, for the bargain counter, and they will get rid of it even if they 
have to throw it away, because they have learned long since that ame 
comes a time when the law of diminishing return takes over, and it 
actually costs money to keep the item. 

In other words, every day beyond that point they keep it their 
investment increases and, oddly enough, the value of the property 
decreases, so with those two opposing factors working, we all know 
the day comes when you are better off to throw it out on the dump. 
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Also, there is one thing I mentioned the other day that in indus- 
try, regardless of what type of industry it is, they have come to recog- 
nize certain factors. Many of them are based on human error. We 
are all human, and so long as we operate businesses of any nature 
with human beings we must allow for the frailty of human nature. 

Again, Sears & Roebuck, as I mentioned the other day, have ac- 
cepted 7.4 percent as what we might term quote bad buys unquote. 
That means that 7.4 percent of their stock does not move in this 
planned turn of 6 months. It heads for the basement. 

Now, they don’t lose money on the entire amount of this 7.4 be- 
cause again, they have a plan that tells them “How much time do we 
have to dispose of this, depending upon the type of material it is, 
before our investment in it overcomes the value of the material?” 

They dispose of it, but the point is there is an acceptable factor 
that they just write into their operations, and I am sure, although I 
don’t know your business, that you have it in your business. You 
write in a factor that takes care of inventory losses, pilferage, break- 
age from carelessness, and so forth. It is there whether we want it 
or not. And you get to a point that to eliminate every last degree 
of carelessness, pilferage, other damages in warehousing and issuing 
and handling material, that the cost becomes greater than the amount 
we are trying to save, so we just accept that; we have to, just like de- 
partment stores write off a certain factor for bad debts. In spite of 
the highly efficient system of checking on credit, and so forth, they 
still have people that don’t pay their bills and they write it off, and 
you and I help to pay for it; that is in the price. We help to pay for 
that 7.4 percent in the Sears system. 

Mr. Rieu_man. It is included in the price of the product we are 
getting from them? 

Admiral Fox. That is right. The point I am getting to is that 
we in the service have the feeling that there is no allowance made us 
for any human error, and certainly we have been investigated long 
enough to prove beyond any shadow of a doubt that we do have human 
errors, and I think some allowance should be made and recognized. 
What it is I am not prepared to say, but let’s assume that we arrive at, 
“We think you should be smarter than they are in industry, so we 
are going to give you a 5 percent, but, Admiral Fox, if you exceed 
5 percent your hide is hung up.” 

All right, but now it is no percent. Admiral Fox’ hide is hung 
up anytime somebody finds anything, and we are trying constantly, 
and I hope we impress this committee that we are trying to do the 
things that not only you, as Members of Congress and this commit 
tee expect of us, but as taxpay ing citizens, because we, too, pay taxes 
and we have families to raise, and we have a very great interest in 
our country, and we are trying diligently to do that which is expected 
of us and to do it better today than we did it yesterday, and we do 
want to cooperate with you and I hope we will achieve some of these 
things. I am encouraged to believe that we will. 

The mere fact that you gentlemen are interested in it, it focuses 
attention on it and it puts us on our toes and our superiors on their 
toes and they know of this interest, and that alone is beneficial, and 
I am sure with your continued interest and with the services working 
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with you, that we are going to effect a better and more efficient method 
of doing things. 

[ would like to make just one other observation and I will turn 
it over to my colleague, and that is that if we can in some way 
inculcate in the American public a feeling of patience, this must be 
done by an evolutionary wes ess, not revolutionary. 

The Navy and the Army both are over 170 years old and, unfor- 
tun: we ‘ly, we got started, shall we say, in business methods on different 
paths, but those business systems, good or bad, are deeply rooted and 
to ull those things up by the roots distorts the whole business. 

If you are going to take them just somewhere and say, “Navy, 
you must do it the way ee Army does it,” or “Army, you must do 
it the way the Navy does it,” let’s do this thing by the evolutionary 
process the w: Ly it deve hel and it is not a question of bumping 
an admiral’s and a general’s head together just because they are can- 
tankerous, and I] think a simple example would be this: 

In my hometown of Baltimore, after the Baltimore fire it was 
decided to put up a central pumping station, a high-pressure system, 
which they did put in and, for example, we know they have multiple 
pumps there, let’s assume 24 pumps, and depending on the number 
of pumps they want hooked up to high pressure, they can cut in 
additional pumps and pump in from the harbor and pump a lot of 
water, but along comes a modern concern and says, “Lord Baltimore, 
we can put in 4 pumps that will deliver more gallons in a minute 
or an hour than these 24 would deliver in 10 hours.’ 

Well, it is a good di - and we say, “We will take those.” But 

Idn’t it be stupid i Baltimore City dismantled the 24 pumps 
to put in 4 at one time ? The -y would not do it. They would dismantle 
in phases. 

Let’s do this by the evolutionary method. We are not dragging 
our feet, and we want to cooperate, but let’s do it by the evolutionary 
method, although I will be criticized, and you will be—surely I will 
be—but at least we can look back and say, “We made progress.” 

When you climb a hill and it looks high, you can turn around half- 
way and see the distance you have come and you have courage to 
go on and see the peak, and that is the thing that interests me, because 
there are few accolades that come in our profession. Our hide is 
thick; we have been here a long time; it doesn’t hurt us like it does 
the other fellow, but we ask “Where have we come from?” and we 
see we have come from a considerable distance and it encourages us 
and gives us intestinal fortitude to continue. 

We have made progress, gentlemen, and we will make more, and 
with your help we will make faster progress, I am sure. 

Mr. Rrentman. We deeply appreciate your attitude and spirit with 
respect to this problem, and there is no question in my mind that you 
have impressed a committee with your sincerity and desire to do 
that type of job and, as I have said to you before, as well as the other 
services, this canines has one purpose in mind and that is to help 
the three services to do a better job. We are up here to criticize you 
and anybody in your department if you do something wrong and 
we feel free . do it, and we are going to do it in a constructive 
way if we can, so we both derive some benefits from our activity. 
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SURPLUS DISPOSAL 


Now, you raised one other question there that is tremendously 
important, and I hope—we want to get through in the next minute 
or two, if we can—but I hope you will give us your ideas on this, 
Admiral. 

The surplus problem is an enormous problem, and we discussed it 
when you were up here. This committee feels it has to do something 
constructive along that line to try to help the services solve that 
problem. 

I would be delighted to have from you, whenever it is convenient, 
your thinking as to how best the services can handle this problem of 
disposal of surplus within the three services. 

Admiral Fox. Well, I don’t want to delay your closing this session, 
Mr. Chairman, but so we will understand each other—I tried to make 
it clear the other day—I think we have two problems in that area. 

First, there is a declaration or purging of our system of this surplus 
material, and then we have another terrific problem of what agency, 
what machinery, or what modus operandi we will use to dispose 
of this material. 

It is one thing to point to a pile and say, “There it is; write it off; 
it is surplus,” but on this disposal if we are not extremely careful our 
very efforts to make ourselves pure can have a very deleterious effect 
on the economy of our country. 

I think that is what you address yourself to. 

Mr. RreuimMan. That is exactly the fear that I have, and we want to 
study this problem and we want to do everything that we can to be 
helpful in developing the best program and the best possible pro 
cedures to dispose of this surplus property and move it onto the 
market without damaging our economy. 

We are going to have to call upon the best people within the services 
and without to help formulate some plan, if possible, to carry that 
rogram out. 

Admiral Fox. Well, as I understand it, you would like me to com- 
mit my views on those twin problems in a paper for you and, if so 
I will be very glad to do that. 

Mr. Rrenitman. That is exactly it. 

Admiral Fox. And give you one man’s opinion. I hope you will 
get the opinions of others. 

Mr. Rreuiman. Certainly. 

Admiral Fox. Because, as I said a while ago, I am an opinionated 
fellow, I have my own opinions, and some of them are good and 
some of them I found out were not so good. 

Mr. Rrenuman. Well, I am positive that we all recognize that we 
are not all perfect in our thinking and in our planning, and so forth, 
so that we appreciate that very fine statement, too. We will appreciate 
having your views, Admiral, on that. 

Mr. Rreutman. Now, do you have any other questions, Mr. Balwan? 

Mr. Batwan. No. 

Mr. Rrenuman. Mr. Poff? 

Mr. Porr. No. 

Mr. Rrenuman. Well, may I express to you two admirals again on 
behalf of our committee our appreciation for your coming up here and 
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giving us this splendid and helpful information, and we are here at 
your disposal to be helpful at any time we can be in your department. 

Admiral Fox. Thank you very much, Mr. Chairman. It has been 
a pleasure to be here. 

Mr. Rrieutman. The hearing will be adjourned subject to the call 
of the Chair. 

(Whereupon, at 12: 30 p. m., the hearing was adjourned.) 
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TUESDAY, JUNE 16, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
Mixitary OrerRAtTiONs SUBCOMMITTEE, 
Washington, D .C. 

The subcommittee met, pursuant to call, at 2:10 p. m., in room 
G-—53, Capitol Building, Hon. R. Walter Riehlman, chairman of the 
subcommittee, presiding. 

Present: Representatives R. Walter Riehlman, William E. Miller, 
Richard H. Poff, Frank Ikard, and Bill Lantaff. 

Also present: Paul J. Cotter, counsel; Michael P. Balwan, staff 
director; Lewis J. Lapham, and Robert T. Morris, staff members. 

Mr. Rreniman. The subcommittee will come to order. 

I am very happy to have a quorum present here this afternoon to 
procee d with these hearings, and I am also very hi Phy and pleased to 
nave Assistant Secretary, the Honorable Wilfred J. McNeil, here this 
afternoon to testify before our committee. 

Mr. McNeil, you certainly are aware, and have been for some time, of 
the problems that we are interested in. It is my understanding that 
you would like to proceed by making a brief statement and then 
answer any questions that the committee might have. 

Am I correct, sir? 


STATEMENT OF WILFRED J. McNEIL, ASSISTANT SECRETARY OF 
DEFENSE (COMPTROLLER), DEPARTMENT OF DEFENSE 


Mr. McNet.. I do not have a prepared statement, Mr. Chairman, 
but in speaking with members of your staff a few minutes ago it was 
thought it might be helpful if I spoke first to the portion of the Na- 
tional Security Act amendments which I have had something to do 
to implement, because most facets of that part of the act are intimately 
related with problems of management generally, supply in p: rticular. 

It was my thought when Congress provided title ITV of the National 
Security Act, amendments, that they probably provided the best single 
piece of legislation, particularly in the fiscal field, that had ever been 
provided for any department. 

I would like to be able to report that we have done more with it 
since it was passed in the fall of 1949, because I had high hopes that 
8 or 4 years would just show a complete revolution in the way we did 
things. We have made some changes, and made some progress, but 
we still have a lot more to do. 


I can touch, if you wish, on 5 or 6 of the principal provisions very 
briefly. 
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FISCAL MANAGEMENT IN THE MILITARY DEPARTMENTS 


First of ali, I might say the amendments were intended to provide 
the basis for creating a fiscal structure which would permit the De- 
partment of Defense to be operated on a businesslike basis. I might 
add there that many people think that it is not subject to being 
operated like a business; that no military machine can be. I have 
felt—and I know many others do as well—that the military depart- 
ments can be run on a busine ss basis. 

Yes; there are certain facets that do not have the same criteria 
as business, and it’s hard to measure the value of certain types of 
military effort in ordinary commercial or industrial terms, but be- 
cause supply-support, or logistics—that covers procurement and 
everything else—are becoming increasingly important in any mili- 
tary effort, and because the military is engaged in supporting troops— 
and the farther away they are, the more support is nec essary—they 
are, as a result, engaged in practically every type of commercial- 
industrial enterprise in some form or another that is known to the 
business world of this county: In other words, a huge portion of 
the effort is strictly of the business type. Therefore, an act that would 
foster the organization, from a fiscal standpoint, to permit better 
management, I felt, was a real step ahead. 

One of the first provisions, providing for the establishment of comp- 
trollers—that isn’t perhaps a clearly understood term because even 
in business there is no single definition of the comptroller function— 
you go all the way from bookkeepers to such outstanding comptrol- 
lers as Mr. Vorhees, who is financial vice president of United States 
Steel, whose 1 responsibilities extend to labor negotiation. That is 
going a bit far for most comptrollers, but it illustrates the wide range 
in this field depending to a large extent upon the individual in the 
job. 

We have felt that in the military, howe ver, that comptrollership 
should be more than bookkeeping, <> than accounting. The « oD: 
trollers should not run the business, but they should develop the facts 
and the pros and cons of any issue. They should know how to accu- 
rately determine requirements in order to prevent excesses or short- 
ages, many of which have been experienced in the past. Through 
such a process many apparent problems are not real problems, for 
when you get all the pros and cons, and get them clearly stated, the 
facts themselves solve a good many puzzling problems. 

If comptrollers can contribute to management to that extent, they 
serve a very useful and profitable purpose. So, it goes beyond the 
point of just strictly a control or an accounting mechanism. 

The act called for comptrollers to be established in the Department 
of Defense and in each of the military departments. 

Mr. Rreniman. May I interrupt at this point, Mr. Secretary, to 
say that we are very happy to have Mr. LeCompte sit in. He is chair- 
man of the House Administration Committee and he has been very 
gracious to permit us to use this room from time to time to hold the 
hearings. 

We appreciate your coming in and sitting in on the hearings, Mr. 
LeCompte. 
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Mr. LeCompte. Well, you are welcome to this room, but I am happy 
to be here and I especially came because my friend, our very distin- 
guished citizen from Iowa, is speaking at the moment. 

I don’t want to interrupt any further. 

Mr. Riextman. All right, Mr. Secretary. 

Secretary McNett. The act called for comptrollers to be established 
in the Department of Defense and in each of the three military de- 
partments of the Department of Defense. That part of the act has 
been validated and in each of the three military departments the 
function and office has been established. 

It was contemplated by the act that the Comptroller would report 
to the Secretary of the Department outside of the military chain of 
command. That is very important, I think, for the correct fune- 
tioning of any analysis-review function because it is particularly im- 
portant as well as very difficult for anyone, any proponent of any 
idea, to analyze, cr itically at least, to analyze his own function. 

However, in the passing of the act, there was included one provision 
which, from a practical ‘standpoint has prevented the real intent of 
the act from working. I will read this one section: 

The secretaries of the military departments may in their discretion appoint 
either civilian or military personnel as comptrollers of the military departments. 
Departmental comptrollers shall be under the direction and supervision of, and 
directly responsible to, either the Secretary, the Under Secretary, or an Assistant 
Secretary of the respective military departments. 


That part of the section is all right, but the following proviso 
raises practical operating problems. 

Provided, That nothing herein shall preclude the comptroller from having con- 
current responsibility to a Chief of Staff or a Chief of Naval Operations, a 
Vice Chief of Staff or a Vice Chief of Naval Operations, or a Deputy Chief of 
Staff or a Deputy Chief of Naval Operations, if the Secretary of the military 
department concerned should so prescribe. 

That sounds like innocuous wording; but whenever you draw the 
line of command through the military staff, the Comptroller does not 
report, from a practical standpoint, directly to the Secretary, and 
therefore, does not critically analyze and review anything that he 
knows his military superior has proposed. 

That is from the practical standpoint. It is not peculiar to the 
military—it would happen in civilian business just the same. 

To illustrate, in the Army we have a military man for Comptroller 
and he is on the same level as the other Deputy Chiefs of Staff and, 
therefore, cannot feel free, by reason of his position and military 
relationship, critically to analyze or review programs proposed or 
approved by the Chief of Staff or other Deputy Chiefs. Fre is a good 
man, but he just doesn’t carry out to the full extent of the capabilities 
or intent of the Comptroller function, what should be done. 

Mr. Lantarr. Has a proposal been made to amend that? 

Secretary McNerv. Not as yet, sir. 

Mr. Lantarr. Will one be forthcoming? 

Secretary McNett. I think one probably will, but I doubt if it will 
be proposed this session, particularly this first session. 

Mr. Lantarr. Would the language of the Reorganization Plan No. 
6 be sufficiently broad to reorganize that setup ? 

Secretary McNem. No;I don’t believe it w ould, sir. 
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Now, I think Mr. Wilson and Mr. Kyes are going to take adminis- 
trative action on this; but so long as a military department comp- 
troller reports through the military chain of command, the function 
will not satisfy its mission or full capability. It just isn’t in the cards. 

Now, in the Navy the Comptroller by title is the Under Secretary. 
Organizationally that is all right. Secretary Anderson of the Navy 
assigned that to Mr. Thomas about a month and half ago. 

For all practical purposes, however, the deputy, who is a rear ad- 
miral, is the comptroller. Admiral Solomons is a very fine person, but 
he is only temporarily there, let’s say for the usual 3-year tour of 
duty. He has not had broad experience in this field. 

So, we still have improvements to make although organizationally 
in the Navy, I think, - is set up in the right place. 

In the case of the Air Force, the comptroller is a military member 
of the air staff and reports to the Secretary, for all practical purposes, 
through the Chief of Staff. Only temporarily has that function really 
served the purpose intended, when several months ago Secretary Fin- 
letter gave a direct assignment to General Stone, and said, “From 
this next Monday on, you are going to report to me.” Stone did a ve ry 
excellent job for that month because he felt free under the Secretary's 
instruction to take a look at things. Otherwise he would not have felt 
quite free to do so. 

Oo, it is not always the individual. It is the atmosphere and frame- 
work in which the organizational structure is set up. 

Mr. Wilson and Mr. Kyes have certain ideas on this function which 
they are now developing. I think that during the next month or two 
certain steps will be taken toward implementing what was really in- 
tended by this act. They may also have some further suggestions to 
make that require consideration by your committee. 


BUDGETING AND ACCOUNTING 


The second provision of major importance of this act is the part 
that permitted and required us to change the approach to budgeting. 

Budgeting is a loose word. Many people think of it only in terms 
of dollars. Actually, the heart of the whole budget problem is the 
plans and item requirements. The dollars are the common denomina- 
tor and serve many useful purposes. In fact, it is the only means of 
measurement that can be used in many areas, but a budget is basically 
a plan of operations—a proc urement plan, a personnel plan, and so 

forth. It isa financial reflection of those things. 

In this field I think we have made the most progress toward improve- 
ing the basic structure; but putting in the budget structure that is 
contempl: ited by title IV of the Security Act, involves, and even re- 
quires, certain changes in organization to really make it work. 

I will explain it in this way: For years and years—in fact, almost 
since the beginning of the armed services—each identifiable thing or 
each function you could identify—that is a better way to say it—was 
financed from a number of appropriations, using a number of sources 
for funds. 

Any time you have a command, a function or an activity that is 
supported by funds from a number of sources, you are bound to have 
confused management. You just can’t get any other result. 


Foo 
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Mr. Batwan. Can you give us an example that—— 

Secretary McNet. Yes, sir. 

Mr. Batwan. — in the Army setup? 

Secretary McNem. Anniston, Ala., was financed 2 years ago under 
47 different budget projects, and almost as many different appropria- 
tion subtitles, which meant that each person at headquarters, or in 
the field that had control of one of the appropriation subtitles, was 
helping to manage Anniston. ‘Then, when something went wrong, it 
was impossible, or almost impossible, to pin responsibility on one per- 
son. It was impossible also to give a person credit if something was 
going right. 

Next, it encourages juggling. 

Mr. Ikarp. Beg pardon ¢ 

Secretary McNet. It encourages juggling. 

I don’t know how else to say it, because if 1 were commanding officer 
of a station and the grass was getting high and I didn’t have funds 
for that, but I did have funds for something else that I didn’t particu- 
larly need, I could juggle the funds and then say to the people charged 
with that activity, “Go over and mow the grass.” 

From that point on you don’t have true costs. You don’t know ac- 
curately about the maintenance cost of an activity, and gradually 
your whole picture gets distorted, and any cost information is cer- 
tainly diluted, and, to a great extent, useless. 

Now, their budget under the new structure is based on a simple prin- 
ciple—that any identifiable activity would be financed from one source 
of funds. That sounds like a very simple rule, but if that principle 
is followed, you tend to force proper organization. So, somebody has 
to determine who is going to run the activity, manage it, be respon- 
sible for it. Then your money can flow down in a single channel. 
Then when your cost reports, monthly, let us say, come back and then 
you commence to get the distribution of expense by the purpose for 
which it is spent. That is subject to auditing on occasion. Then 
you know that your distribution of expense is about right. 

Then, very shortly, within 2 or 3 years, you commence to get true 
cost information that is valuable as a basis for comparison, measur- 
ing performance against estimates, and so forth. 

That was the basic intent of the act. 

Mr. Lantarr. Mr. Chairman, may I ask a question ? 

Mr. Rreni_man. Yes, sir. 

Mr. Lantarr. Even under that system, what is to prevent some 
juggling of funds? 

Secretary McNet. Taking a simple example—it might be the am- 
munition depot at Hastings, Nebr. I only mention that activity be- 

cause they have a single purpose or mission—the rec eipt, assembly 

or loading, storage, and issuance of munitions. That is the single 
broad purpose. Identify it with a fence around it. Well, it only 
has one allocation of funds, one pot of money—with which it must 
finance what goes on at the base. It can’t draw on another source. 
There isn’t any other source. It can’t go to any other place to get 
the money on the side. The Department of Defense, the Bureau 
of the Budget, and Congress can identify what goes on because it is 
financed from a single place in the budget. 

Mr. Lanrarr. Do you think identification is drawn fine enough ? 
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Secretary McNei. For that purpose. That is a single-purpose 
station. 

Now, let’s take a station where there are three activities—for ex- 
ample, Fort Bragg—where one of the primary missions is training. 
Also on that station is a 2,000-bed hospital which serves not only Fort 
Bragg, but 17 or 18 other activities. That major hospital is a sep- 
arate, identifiable thing. It happens to be on that military reserva- 
tion. Also, there may be a research laboratory there. That would 
be another identifiable activity. The money would go for that one 
purpose only—to operate the research laboratory—and you-— 

Mr. Lanrarr. I was thinking more in terms of this hearing we had 
this morning, Mr. Chairman, where funds are appropriated by the 
Congress to the Air Force for operations and maintenance and the 
Air Force used those operation and maintenance funds to buy fences 
with. They have on hand a large surplus of fencing material, pur- 
chased out of operation and maintenance funds, and they appeared 
before the Congress in their justifications for 1954 asking for more 
money to buy fencing material of the same type and kind; but it is 
authorized under a public-works appropriation. 

Secretary McNet. Yes, sir. 

And may I make a note of that and come back to it, because that 
will fit into something I am going to follow with in a moment ? 

The type of budgeting I am speaking of is to eventually get the 
whole thing “buttoned down.” Then the allocation to the station will 
be the total amount that is spent at that place, except for capital-type 
improvements. 

Now, if I may come back to your question: The allocation will cover 
all maintenance and operation types of charges. At the present time 
they are getting their support from two sources. They are getting 
supplies as a free issuance to the station, as well as the allocation of 
funds, which is spent, let us say, under the direction of the command- 
ing officer. He does not pay for the free issuance—and I will touch, 
shortly on how that can be handled and controlled. 

But going back to budgeting for just a minute: In the case of the 
Navy, we have—the job isn’t finished yet, but it is well along; I would 
say approximately 90 percent, as far as identifying the activities, 
getting the allotments straightened out and getting the reporting un- 
derway—there has been a system of expenditure accounts installed so 
that the allotments are being reported by expenditure accounts. So 
far we haven’t made the most use of it, but we do have the system 
running and it is now susceptible to evaluation and study, whether 
by you people in Congress or in the Department. 

On budgeting we have, for the most part—and this isn’t completely 
clean as yet, but there have been some very substantial improvements, 
in consolidating into single-budget accounts all similar classes of 
material, and distinguishing between major procurement on one hand 
and those things which are more of the housekeeping type or variety 
on the other. I will speak of the housekeeping type very shortly. 

On major items, such as aircraft, tanks, and guns which can be 
called capital equipment, in the sense they are not consumption-type 
items like gasoline, food, and clothing. Items of that kind can be 
budgeted for, at least for the present and probably more or less indefi- 
nitely, on an item basis. It is hard to evaluate aircraft by dollars 
alone. You have to go into types such as B-47’s, B-66’s, and F-86’s, 
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and you have to go through them item by item, how many, and for 
what purpose. T he same thing i is true with respect to tanks and other 
major items of equipment. 

So, while financial control of property in the major- ment area 

‘an help, it is still not the major issue; it is not our big problem in the 
Department. 

The big problem of the Department is in controlling the consump- 
tion type of material; but in budgeting we have gone a long way. 
We still have many operational and, I think, some organizational 
lines to clean up. These principally are in Army, with a few in Air, 
but not too many. Navy has identified and selected a single manager 
for every activity they have. That has been cleaned up pretty well 
in the last 2 years. The Army hasn’t done that—we still have a lot 
of work to do there—but the Army only changed over to this new 
budget philosophy last July. So, another year or two will make a 
great many changes. 

Mr. Lantarr. Well, now, under the new budget setup, will the 
commanding officer of the new camp, post, and station be allocated 
funds for the procurement of such technical items or common-use 
items they might need on that post? 

Secretary McNem. Common-use, but not capital items and—— 

Mr. Lanrarr. Capital-type equipment ? 

Secretary McNerm. In other words, to put a radar installation in 
there; no. 

Mr. Lanrarr. That will still come from Ordnance or Signal Corps? 

Secretary McNem. Lumber, paint, nails, gasoline—a hundred 
thousand items of common use—funds for which would be included 
in the allotment, in the allocation of funds. 

Mr. Ixarp. Will the gentleman yield? 

Secretary McNeEt. That would be included in his allotment, his al- 
location of funds. Whether he bought from the service itself or 
bought them from the local hardware store would be immaterial, they 
would still be charged to the maintenance and operation funds. 

Mr. Ikarp. There would be X dollars for those items at any par- 
ticular camp, post, or station ? 
Secretary McNew. Right. 

Mr. Ikarp. It would be just 

Secretary McNett. Right, but that would be different than the 
present Army system for ¢ consumption type of material. 

Mr. Ixarp. I understand that. 

Secretary McNem. Just issued free out of stock and shelf. 

That leads me to—— 

Mr. Lanrarr. Sort of capital funds? 

Secretary McNet. Yes. 





WORKING-CAPITAL FUNDS 


That leads to the next major provision of the act which I think is 
one of the most foresighted provided by the Congress, section 405 of 
the National Security Act, entitled “Working-ca vital funds.” That 
provision was intended to provide a revolving- und type of opera- 
tion, or corporate type of operation is pr obably a better way to de- 
scribe it—both in the field of inventories as well as commercial and 
industrial-type operations. 

35356—58——18 
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By commercial-type operations, we have reference to printing, bak- 
eries, laundries, motor overhaul, and things of that nature. 
By industrial-type of operations, we usu: ally think of aircraft engine 
overhaul, shipy ards, arsenals, and the heavy industry-type operations 
carried on in the military. 


STOCK FUNDS 


Going back to the first type of working-capital fund—intended to 
cover the operation of inventories: Now, at least in the beginning and 
perhaps indefinitely—I have felt that you dare not finance under 
such funds such things as, say, certain new-type radios, because the 
rate of —— e at the present is such that it doesn’t make it 
feasible. So, I think we should still eee to keep such types of 
things salads the stock funds. For all of the what I would call 
common-use, standard-stock items—and you can include in this cate- 
gory such things as airer: aft engine spares, for example, as being 
standard-stock material, as far as we are concerned—I think they 
should be purchased, owned by a corporate-type setup in the military 
department, so that nothing is taken off the shelf or consumed, unless 
the person who is requisitioning it has the funds on hand to pay for it. 
Then, you put the whole system under control. 

Mr. Ixarp. Would you suggest one corporate setup for each military 
department ? 

Secretary McNetm. Yes, sir. 

Mr. Rreutman. Well, Mr. McNeil, how would that be possible un- 
der case 55, in respect to the airplane manufacturer being permitted to 
furnish all the spare parts ? 

Secretary McNem. The fact that the source of funds was a corpo- 
rate enterprise operated by the Army, Navy, or Air Force, or, the 
alternative, if the source of funds was an appropriation, would make 
no difference in procurement. That, itself, wouldn’t change procure- 
ment. It might make it so you had a better gage of your requirements, 
but it would mean the corporation—let us call it corporate enter- 
prise—would be buying spares rather than the appropriation. 

Mr. Rreniman. But in the case I am referring to, as I recall it, 

hen the plane is purchased the airplane manufacturing company is 
a ‘rmitted to furnish the number of spare parts that it feels is neces- 
sary for that piece of equipment. 

Secretary McNern. Well, I don’t believe, sir, that’s quite accurate. 
There have been proposals, but I know of no proposal of that kind 
that has been accepted or is likely to be accepted, where the aircraft 
manufacturer can furnish the spares he chooses. 

I can see that the manufacturer, in many instances, might be help- 
ful in trying to work out a probable list of spares that might be 
needed the first year of use of a particular new model of aircraft. 

An example of that might be an aircraft manufacturer who told me 
recently—and I got in touch with Wright Field and brought the two 
together—he is building a high-wing aircraft with landing gear prob- 
ably as wide as on any aircraft we are getting—he felt that there 

should be very few wing spares purchased because on a high-wing 
aircraft you might lose the airplane, but you wouldn’t lose the wing, 
or seldom would lose it. 

There was a case where an aircraft manufacturer was attempting 
to keep the number of spares down to a reasonable level; but I don’t 
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think the aircraft manufacturer should ever—and I know it has been 
proposed in several instances—make up the list of spares he should 
furnish. Suggestions—yes; but decision and responsibility—no. I 
think, however, he can be helpful at times. 

gut going back to this other point for just a moment—in the case 
of the corporate-type of enterprise for managing inventories: In the 
case of the Navy, the naval stock fund—I don’t say it is operating 
perfectly, but I think they are improving it constantly and it is 
operating comparatively at least very, very satisfactorily. It carries 
about 100,000 items at the moment, including about 7,000 items of 
medical supplies, which were included as of last July. The total 
capital of the fund is in the order of $2 billion. 

Mr. Rrenitman. Two million? 

Secretary McNett. Billion. 

Mr. Rreniman. Two billion. 

Secretary McNett. Now, the prince iple of stock fund operations 
might be clear through this example: The ‘ ‘corporate enterprise” 
the Naval Stock Fund—owns all the fuel oil in the Navy. The fuel 
oil at Pearl Harbor is owned by the “corporation. The “corpora- 
tion” is run by the Navy, of course, but no oil is issued or consumed 
unless there is money in the current appropriation and the current 
allotment, so that the commander of the ship or the shore station can 
pay for it. Therefore, you either have in the stock fund the oil or 
the money from the appropriation that paid for the oil—one or the 
other. You maintain the integrity of the oil reserves and working 
inventory because you can’t use the oil free. That is the important 
fact. 

Mr. Ikarp. We had testimony, I believe, from one corporation that 
one of the services had worked out an arrangement where they had 
stopped all the spare parts, or a large number of the spare parts, they 
were needing and therefore reduced the service inventory to practi- 
cally nothing relative to what it had been. 

Now, how would this corporate section or corporate agency, or 
department, within the department, be affected by an agreement of 
that kind ? 

Secretary McNew. For local purchase, you mean ? 

Mr. IKarp. Yes. 

Sec apanay' | McNen. It does not encourage or prevent it in any way, 
shape, or form. If you wanted to buy all windshield wipers locally, 
it Just means your corporate enterprise wouldn't stock them exce pt 
for overseas shipment. They wouldn’t gear themselves to handle the 
United States “sales,” if you want to call them that—— 

Mr. Ixarp. Yes. 

Secretary McNeiu. To local activities; but that is all there is to it. 
They just wouldn’t be buying them or wouldn’t be stocking them for 
local consumption. 

Mr. Ikarp. Yes. 

Secretary McNem. But take, for example, fuel oil. For any Navy 
vessel that steams—the oil is owned by the “corporation” in the ship 
bunkers. From the fuel reports—you have had that Navy experi- 
ence—the engineer makes out fuel reports, and you know how much 
the ship burned in a month. ‘That is the charge against the cost of 
operation of the ship. The credit is made to the stock fund—sold 
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3,000 barrels of fuel oil—the amount they consumed. It gives a per- 
fect measure of what is consumed; but there have to be funds in an 
appropriation or an allotment, or the ship 1 is not going to get any fuel 
oil, or they are not going to operate. So, it means you have got 1t tied 
down tight. 

Mr. Lantarr. I remember we discussed this at length last year, and 
I am just frank to admit I have never been completely sold on this 
stock-fund idea, although I know you are strongly in favor of it, be- 
cause, as I envision it, it sort of sets up a separate level of supply with 
separate reserves, 

Now, your corporate fund—your stock fund—has to keep its level 
of supply based on its own experience of issuance; and secondly, 
based on its lead time with industry for that item. The unit next 
below it, to which it is issuing, also has to set up a reserve based on 
its experience and based on its lead time in getting the item to the 
stock-fund point. 

Secretary McNetw. Perhaps if I discussed it with your committee 
last year, I didn’t make one point clear. The Army, for example, has 
started a stock fund, operating only at the Army depot level, and it 
isn’t at all satisfactory. 

Mr. Lanvarr. That isthe point I was going to mention. 

Secretary McNem. The stock fund must not only have the inven- 
tories at the depot level but also at the station level. It has got to be 
all in one inventory, and only one. It cannot have these echelons. 

Mr. Lanrarr. Well, you are bound to have the echelons, are you 
not. when you have a stock fund? You are going to have to take 
that item and store it somewhere ¢ 

Secretary McNet. That is correct as to storing it somewhere, but 
the echelons may be eliminated. 

Mr. Lantrarr. So that you are going to have warehousing space 
for this item on which you have built up this capit: il fund ¢ 

Secretary McNem. Well, may I explain it this way: I suppose 
most of you know of the naval air station at Jacksonville. That is a 
secondary warehousing activity, but it is still a large one. The stock 
fund owns the material in the warehouse there. That is not a second 
echelon for the stock fund owns the material there and it is part of the 
total inventories. Jacksonville is not a supporting echelon, it is a 
field activity, not a major depot, because running a depot is not their 
major function. They do have a warehouse to serve the aircraft, 
and shops to service operating aircraft. Therefore it is a “retail sale” 
when supplies are issued, but there is no second echelon. 

Now, that same station supports a local recruiting office. The 
recruiting office is located in the city of Jacksonville. They have a 
few reams of paper and a few bottles of ink, that is true, but such 
small quantities would be sold when issued to the recruiting station 
and the paper and ink at the Jacksonville air station is all under the 
“corporation.” It is a corporate-type enterprise. So you don’t have 
separate echelons of supply. 

Mr. Batwan. How do the inventory control points solve that 
problem in the Navy? 

Secretary McNem. The supply demand inventory control points 
operate for both stock fund and nonstock fund material, as far as the 
Navy isconcerned. They control electronics, ammunition, gun spares, 
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and so forth—items that are not in the corporate-type enterprise called 
the naval stock fund. However, they are also handled under financial 
accounting, carrying a balance sheet very similar to the Navy 
stock fund. 

Mr. Batwan. That is what—— 

Secretary McNetz. But there are no cash transactions when they 
issue a gun spare. 

Mr. Lantarr. The second—— 

Secretary McNem. They are thinking about going further than 
they have with stock funds and include some of those fields where 
there isn’t a terrific rate of obsolescence. 

Mr. Lantarr. The second thought I had in connection with this—— 

Secretary McNem. May I—— 

Mr. Lantarr. Stock-control point—— 

Secretary McNer. Interrupt you? 

Mr. Lantarr. Yes. 

Secretary McNett. In the case of the Army, at our urging the Army 
started stock fund only at depots. Therefore when they issue clothing 
from the depot to Fort Belvoir and Fort Meade it is considered a sale. 
That is not good. It is not right because at Belvoir you may find 
101%% months’ clothing inventory. That 1014 months’ clothing must 
be on the same identical balance sheet and on the same line as the 
depot inventory. It must be—— 

Mr. Ixarp. If you don’t have that, you lose all control. 

Mr. Lantarr. That is the reason for the overcoat deal. 

Mr. Ixarp. Yes. 

Secretary McNett. You must go to the camp post and station level, 
and the only ones I would not include in the post, camp, and station 
level are such small stations that it is completely uneconomical to 
operate any kind of a warehouse locally. 

Mr. Lantarr. You mentioned Belvoir. In order for the command- 
ing officer at Belvoir to have a 1014 months’ supply he would have had 
to pay an appropriation or funds for that purpose to purchase the 
amount of his account for that; isn’t that right ? 

Secretary McNem. Yes; that would be true, but that isn’t the way 
I think it should work. The Army stock fund must own the clothing 
that is at Fort Belvoir. The stock fund must not only own the cloth- 
ing for the Army at the central depots, but also in the retail store, 
where the clothing is sold to 20,000 troops at that station. That cloth- 
ing at the station would be on consignment in effect. So, it is still on 
the same balance sheet until the cash transaction is made and sold to 
the user. 

Now, if this same corporate enterprise owns lumber—they would 
own the lumber at the warehouse—they would store it there for use 
on the base. As that lumber is drawn for use, for construction, repair 
or anything else, that lumber is charged to Fort Belvoir at that moment 
when it is withdrawn for consumption. 

If they issue 50 or 100 gallons of paint for painting a building, that 
paint would be issued on a stock requisition just about as it is now; 
but that stub requisition never leaves Belvoir because, from that point 
on, there is no point in that paper going further. It would be just a 
charge against the local operating allotment. In other words, it is a 
cash sale. 
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The Air Force has gone into stock funds ) far they have only 

clothing—aviation fuel and medical sup plies | are to go in July i. 
The ‘vy were slow in getting under way. The Air Force c clothing stock 
was miserably run the first year. Now, it is being run so that it is 
the pr ide and } Joy of ever yone. Lam quite proud of it. 

Mr. Lantarr. How do you handle the stock funds? 

Secretary McNeu. Capitalize the inventory on hand together with 
enough cash to just handle the turnover, just as though you and I 
were running a store. We would need a reasonable size bank account. 

Mr. Lanvarr. In other words, it wouldn’t be necessary for the Army, 
for example, to have to seek an appropriation in order to set up this 
capital fund for clothing? They would just capitalize it with the 
inventory on hand ? 

Secretary McNe. That is right, but have enough cash so they can 
pay their bills as they collect for sales. 

Mr. Ixarp. Mr. McNeil, I don’t want to get ahead—if I am, tell 
me—but what would be the reverse of the procedure on that, in mak- 
ing up your requirements? Do they come from your level right on 
back in this warehouse at Belvoir, say, we have been talking about ? 
If they take out a hundred items for this store, and then from their 
experience know what their inventory level should be, do they send 
the requisition back ? 

Secretary McNet.. Yes. 

Mr. Ixarp. It is just exactly like any commercial operation ? 

Secretary McNer. Exactly. If Montgomery Ward sells, in Balti- 
more, a thousand pairs of shoes today, a thousand tomorrow, maybe 
at the end of next week they will place an order— 

Mr. Ixarp. That wouldn’t—— 

Secretary McNett. For the sizes they have sold to keep their stock 
in balance. 

Mr. Ikarp. Well, such a system apparently would lend to much bet- 
ter inventory control ? 

Secretary McNetz. Vastly, plus giving consumption data. 

Mr. Lantrarr. Would your stock funds then make your estimate of 
requirements for next year? 

Secretary McNem. Yes, sir; for the classes of items they carried. 

Let me give you a good example of that. Within 1 year or 15 
months the boys in the Air Force stock funds, who had no experience 
in this type of thing, corrected something that was completely wrong. 
When they started in 1950, they had bought far in excess of their re- 
ae ments. They assumed liabilities they shouldn’t have assumed, 

iabilities that shouldn’t have existed. When the vy finally got the thing 
running properly almost everybody who looked at it, in the Air Force 
and out, could tell at a glance that the ere s were far in excess 
of what thev needed. The inventories, plus the material on order, 
were still in excess of what they had any need for in the next couple or 
} vears. 

Immediately, then, we went through a very simple process: What is 
the minimum requirement for a war reserve of clothing, either in the 
form of finished clothing or in the form of cloth? If you know what 
your inventory is, what vour issue rate and order time is, you can 
very quickly develop a plan. If you have done a decent job of de- 
veloping factors and analyzing the program, you would know the 
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plan would be adjusted to any buildup in case war came. If there was 
to be an increase of say 325,000 men in 9 months—that would be the 
number of new outfits of clothing you would have to provide—it is 
then very simple at $230 per outfit to calculate the value you ought to 
have in the war reserve and compare it to inventory. 

Next, for current operations you would review your experience on 
sales? Are they running 5 million a month? 10 million a month? 
If you have a force of 800,000 or 900,000 men and your quarterly 
clothing allowances are $18 a quarter—you know all of those things 
and they form a good basis for estimating sales. You can also look 
on the income and sales sheet and see what the sales have actually 
been for the last 6 months for comparison with estimates. If your 
sales are running 50 millions in 6 months, a hundred million a year, and 
you could handle it on a 90-day turnover, you know almost instantly 
wh: at portion of your inve ntory represents war reserve. 

Assume the first balance sheet prepared shows $400,000,000. 

What is the action to be taken ? 

Go down the items or by classes of items, find those items in long 
supply and don’t buy any more. Some items are found to be short. 
So, the decision is made that $20,000,000 is all that is necessary to buy 
in 1953. Our sales will be 100 million with the 20 million enough to 
buy those short items, caps, and so forth. 

As a result the plan for 1954 will reduce inventories by $80 million, 
and the net inventory available will be just about right. From that 
point on, we shouldn’t have any trouble. Then, all you will be buying 
ahead is enough to maintain the inventory level. 

It is easy for a top manager to get the grasp of what he has got; 
but again one of the secrets of the Air Force success of this is that 
when they put it in they did a thorough job carrying the plan down to 
the station level. It is now running like a good, sound med handising 
business and it is a pride and joy to all of us. 

Mr. Ixarp. Is that their intention—to go clear across the board, 
step by step? 

Secretary McNem. Yes, and I think it can go much faster. I feel 
somewhat encouraged in that field. 

Mr. Lantarr. You mentioned—— 

Secretary McNeu. The Army, however, generally does not just— 
quite seem to grasp the problem or see its benefits. Perhaps I have 
failed in outlining what can be achieved or, quite frankly, I don’t 
think many of them want it. 

That is going to be one of the issues to get straightened out in the 
next 2 or 3 months, because something must be done. 

Mr. Ixarp. If they have to do a complete change-about from what 
they have been doing for years, it will probably be hard to overcome 
that inertia. 

Secretary McNetm. The fault with the plan as it is now operating 
in the Army is that the central depot does not measure what is actually 
consumed, nor what is on hand in the Army as a whole; but you have 
got to know what is in the whole system, where it is, or you can’t do 
smart buying, smart inventory job or smart analysis of requirements. 

Mr. Mitrer. What defense do they offer for being uninterested as 
to what is in the depots, stations, and camps? 
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Secretary McNetm. Well, there is a feeling, sir, that anyone who 
talks about financial accounting for property, control of consumption 
is creating an accounting problem. 

It is easy for, let’s call it, people who haven’t experienced it, to 
think financial accounting for property is just going to take thousands 
of people—to what useful end—because, after all, they say we have to 
buy and use the material anyway. 

Actually operating common-use, standard-stock material under the 
stock-fund principle requires fewer people than individual item con- 
trol, cieioe up to a central point. 

I aah touch on that just a bit. 

Actually, fewer people are required for the complete operation of 
financial and property control and in the control of consumption than 
is required to try to get a grasp of individual issues centrally by detail 
and then to evaluate what you have issued. 

One field activity I know here—just to follow one transaction 
through—made out a requisition for spare parts—17 copies. A lot of 
things were done with that locally, but it finally ended up some 
thousand miles away, where they punched a card that showed it was 
issued. That, together with thousands of other similar cards, would 
show what the volume of issues of that item was from the inventories. 
In that way a determination would be made that they needed more. 

Under the stock-fund prince iple, you don’t do any detailed reporting 
of items outside of the “retail” level. 

It is similar to Montgomery Ward. When Montgomery Ward sells 
a pair of shoes over the counter in Baltimore to a customer, they don’t 
report that to the central office at all, in no way, shape, or form. Now, 
at the end of a week, or a month, they will report their sales of shoes 
to be 30,000 pairs, or perhaps a hundred thousand dollars. Their re- 
orders, wholesale reorders, give them a measure of the quantity and 
the sizes that are being sold or consumed; but the paper work is less 
than if they reported each sale of a pair of shoes clear back to the 
central point and punched a separate card for each sale. 

For some reason or another, some of us have failed to explain, some 
don’t want to see the overall relative simplicity of the stock-fund 
principle. That is the explanation. 

Mr. Mitrer. I understand. 


PROPERTY ACCOUNTING INNOVATIONS IN THE ARMY 


Mr. Batwan. We had Secretary Johnson and Mr. Pearson here. 
They explained they have a wonderful system instituted, which they 
wanted us to look at. Will you give us your comments on their 
revised system ? 

Secretary McNem. Except for the fact that it indicates recognition 
of the need for financial accounting for property, it isn’t a complete 
plan. I am encouraged, however, that they are thinking about prop- 
erty accounting. The weakness in the plan at the moment—we had 
a session on it this morning, last Saturday, and the previous Wednes- 
day—is that, as explained, it does not contemplate in the beginning 
properly to price the item or control consumption by adopting and at 
the earliest moment commence operation under the stock-fund prin- 
ciple for common- - standard-stock items. I think we will work 
something out of it, however, which will be productive, and in the 
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meantime encourage the Army to want to get their property under 
financial control; but the plan as initially presented I went into it at 
some length 1 day about 2 weeks ago—is not a complete plan at all. 

Mr. Batwan. Could you tell us something about what they have in 
their plan ? 

Secretary MoNew. Their plan essentially—I don’t know that I can 
speak too authoritatively on the local purchase phase of it, but on 
the accounting side, I could—is that they wanted to inventory prop- 
erty; put it on a balance sheet, and then measure issuance in terms of 
dollars, measure receipts in terms of dollars, to get a feel of turn- 
over. 

That isa little help, but what is wrong, as I see it, with the plan they 
have, and why it needs a lot of work before we rush madly into it, 1s 
that it doesn’t provide for control of consumption, true consumption— 
and that is vital. It doesn’t provide for tying the results into any 
budget justifications or projects. There is no thought given to that as 
yet. 

Next, their proposals for pricing property would not make it useful 
for interdepartmental billing for deliveries to other military depart 
ments; and until such problems are satisfied, I would say it 1s not a 
really helpful system. 

So, at the moment, to my mind, it has the basis of a good idea but 
needs a lot of work before we rush madly into it. 

Mr. Batwan. We had—— 

Secretary McNer. Next, there always comes the question of whether 
you should do oe reasonably thorough, so that you can live 
with it afterward, or try to spread the effort out over the whole job, 
without tying aeons the loose ends and without making the results 
fit other things you have to do. 

Personally, I would much prefer that we took a class of items, say 
the common-use, standard items, on which prices are rather easy to 
establish, got that under complete control—the complete thing run- 
ning: so it tied into the budget projects, develop the merchandising 
concepts, and ideas, and put them into practice; then proceed with the 
next class of items, because if we don’t get aircraft, tanks, and a hun- 
dred and five milimeter guns under financial control tomorrow, it 
won't make or break the place; but if we don’t get our common-use, 
standard-stock material that is used by everybody, all over the world 
if we don’t get that done quick—we are affecting the economy and 
efficienc y of the whole operation. 

Mr. Batwan. I heard of an interesting situation this morning at 
Columbus where they have apparently a large general depot which 
stocks subsistence items. There isa Naval Air Station right at Colum- 
bus, too. The Naval Air Station tried to buy some subsistence items 
at retail from this depot and found that it could not be done because 
of the Navy’s requirement that the items be priced in order to pay 
for them. So, instead, the Navy had to go all the way to Chicago to 
buy subsistence items from a Navy depot ‘which the base at Columbus 
had. Meanwhile the naval activity in Chicago had been origin: ally 
supplied by the Columbus depot. 

Secretary McNemw. That may be correct, sir. Those things can 
happen in trying to get cross-utilization, cross-servicing, the furnish- 
ing of material by one department to another, in effect under the appro- 
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priation process. It can be done if they have a will, but it offers every 
obstacle on earth to doing it. 

Now, if there was army stock fund which owned all the food in the 
Army—— 

Mr. Batwan. Well, isn’t it the understanding that the Army was 
supposed to have begun a stock fund operation ¢ 

Secretary McNem. Yes. It isn’t in yet. They are working on it, 
but again rig want to go to a depot level, but not to the local level, 
and I think you have got to go to it throughout the system. The 
minute that is done, then the oper: ition can work every hour of the 
day and night on a standard pricing basis. Then, no matter whether 
a Navy man came in, an Air Force man came in, or an Army mess 
sergeant came in, and drew food, they would all pay the same price, 
like different retailers going to a wholesale house downtown. If each 
drew 10 bags of flour, came up with their trucks and got it, each would 
get a bill at the end of the month. The issuing clerk would mark 
down 10 bags of flour at $3 a sack, the basis for billing is established, 
and that is all there is to it. 

Common-use, standard-stock material is the area in which there can 
be the greatest volume of cross-servicing, or utilization by minor ac- 
tivities of other services in the area of another service’s major facility. 
You can only make the thing work, to my mind, from a practical 
standpoint, when we get the common-use, standard-stock control op- 
erating under a revolving fund, so that when you sell something you 
take the proceeds up in the cash account exactly as if you were oper- 
ating a wholesale house or a department store. Every day you make 
up your deposit; every day you write checks for the new material. 
It operates exactly like a merchandising business. Sales can then be 
made by an Army depot, or by Columbus to the Navy, to a smaller 
naval facility nearby, without any trouble whatsoever. 


A SINGLE STOCK FUND FOR COMMON USE ITEMS? 


Mr. Lanrarr. You mentioned earlier that this fund idea contem- 
plated setting up such a corporate fund in each of the services for 
perhaps the same common-use items. 

Secretary McNew. That is right. 

Mr. Lantarr. Has any thought been given to establishing a cor- 
porate fund of a common-use item for use by all three services? 

‘or example, I am thinking in terms of medical supplies. I think 

ve are approaching that, are we not ¢ 

cretary McNem. We may be, the field of medical supplies prob- 
Bg would be the most likely—if such a step were ever to be taken. 

I probably could find some good arguments for that in the medical 
field, across the board. However, in other fields generally, I have 
my doubts. I don’t really think we would gain anything in total. 

Mr. Lanrarr. How about subsistence ? 

Secretary McNeu. I think that we might in subsistence. 

Mr. Lantarr. How about in petroleum ? 

Secretary McNett. Not necessarily. 
Mr. Lanrarr. Field oil supplies? 
Secretary McNett. Not necessarily ; no. 
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I think the approach would be—the best approach would be this— 
and I say this for a number of reasons, which I will try to outline in 
just a moment: If we had three clean supply systems operating, set 
up so they could sell to one another, so they could sell and collect 
from one another, just as a matter of routine, day-to-day business, we 
might then find that we could make some savings, economies or im- 
provements by certain consolidations. 

I think we would find that there would be no point in the Navy 
installation you mentioned trying to get their food 500 miles away 
when they could just go across town and get it from a major Army 
installation. 

I think as soon as we provide the mechanism, the mechanics, we will 
get 95 percent—I am pulling that percentage out of the air—or more 
of the possible benefits from three general systems, because the basic 
thing in maintaining reasonable overall stock levels. If you have a 
million men to feed and you have to have 90 days’ stock on hand, 
whether it is consolidated or in 3 supply services—we are going to 
spend about the same amount—any waste would come in cross-ship- 
ment. 

Mr. Lantarr. Aren’t you going to get a distorted picture if one 
Navy base is constantly drawing from an Army base as to the con- 
sumption rate for various services? 

Are you interested in that consumption rate? 

Secretary McNett. Admiral Fox and I have had a number of dis- 
cussions on that, and I do not agree completely with his point of view, 
although we have worked together for years, and he is a very able 
officer. Yes, for 3 or 4 months, if you just suddenly started such a 
plan, consumption statements would be distorted, but I can’t help 
but believe that once the pattern settles down the supply and demand 
requirements would flow through the system very nicely. It would 
take a little coordination that you wouldn’t have to have with a rigid 
single-service supply—that is true—but I can’t think the problems are 
such as to overcome certain real adv: intages which you would get from 
eliminating some cross-hauling and going too far away for resupply. 
I think as soon as we can get the three services on the same basic prin- 
ciple of revolving funds, so that we can make practical an interchange, 
those things will rapidly fall into place while if you force the idea, 
real or fancied arguments will make it very difficult. 

Now, that may sound ridiculous, but the reason I put in that word 
of caution is this: There is a school of thought—and I am not critical 
of those who advocate it—that single-service procurement is a solu- 
tion to most of our procurement and supply problems. I have lived 
with this. I don’t think it is necessarily a solution of any. In fact, 
many times creates an enormous number of problems and an enormous 
amount of absolutely useless paper work. 

Mr. Lantarr. Are you speaking of this single-service procurement 
in a single capital a, te ra single common-use item ? 

Secretary McoNetz. No; I was thinking really of the principle— 
single-service procureme mt whether or not ‘by single service or a single 
corporation. 

Mr. Lantarr. You said you didn’t think this corporate fund idea 
would work on the basis of the consolidated corporate fund for such 
common-use items as paint and regular hardware items that you would 
buy in the hardware store, and carburetors, and so forth. 
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Secretary McNew. I don’t say it wouldn’t work, but it would mean 
a change in the organizational concept of the Department of Defense; 
and if it ever should come, which I doubt, I would hate to see a supply 
system outside of the three departments. I think we would still get 
a better operation with a supply system operating for each of the 3, 
than if we had a supply system operated by 1 of the 3 or operated by 
the Department of Defense itself—and that is when it gets into an 
organizational problem. 

Mr. Lanrarr. Now, you said it would work in the medical field. 
Would the Navy have the responsibility for the corporate fund ? 

Secretary McNem. Well, I intended to say that if the idea had 
merit, could work, it would work easiest in the medical field. 

Mr. Lantarr. Would the Navy, then, have a corporate fund from 
which purchases would be made by all services ? 

Secretary McNet. That is the way it would have to work, or you 
would have to set it up in the Department of Defense, which I wouldn’t 
like to see. 

Mr. Lantarr. No; I agree with that, but I don’t see why you can’t 
set up responsibilities for these corporate funds—— 

Secretary McNett. You could, but you have—— 

Mr. Lantarr. For other items. 

Secretary McNem. A lot of problems. If everybody could have all 
the people they wanted, and all the money for administrative pur- 
poses, which I wouldn’t favor, you might find one service that would 
be very happy to do house keeping services for the other two, but 
everyone is afraid—and I can understand that—that they will get to 
be the housekeeping service for the other two and they are worried 
about the effect on their combat arms. 

Mr. Lanrarr. That is understandable. 

Secretary McNew. That is one underlying reason, and you can de- 
velop a lot of reasons why you shouldn’t at times do some of these 
things; but we are trying to get as far ahead without getting into some 
of those deep-seated and very real problems. 





SINGLE-SERVICE PROCUREMENT 
Going back to this single-service procurement problem for just 
a moment, there is no question in my mind but what the single-service 
procurement of tanks is absolutely essential, proper, and right. There 
is no question in my mind about it at all. The Army has the major 
requirement. The Marines use tanks, but the aggregate number re- 
quired is very small compared to a Army. The Marines cannot un- 
der any circumstances support or justify a separate industrial com- 
plex and component line for their tanks. I think there single-service 
procurement makes sense. 

Commercial trucks: We waste a lot of money when we have single- 
service procurement of trucks, passenger cars, or with, say, 50 or 60 
different types of vehicles that might be called standard-type mer- 
chandise. It just doesn’t work to advantage. 

Maybe one might say, and with some justification, “You certainly 
should be able to set up a simpler system than you have,” and I think 


you could; but if I may, I will illustrate by a case. 
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On January 5, 1951, the Navy got their program together for about 
15 different types of vehicles. ‘T think the total ran to about $4 
million. They sent the order and the funds tothe Army. The Army 
took up the funds, of course, in their accounts, passed the order on 
to Army Ordnance in Washington. They sent the order, allocated 
funds to the Ordnance Division, their buying agency, in Detroit. 

Then, somebody said, “Well, I think maybe the Air Force needs a 
few.” 

Air did need a few similar items. [ think their order—total order— 
for a half dozen different types of vehicles—was $450,000. 

Meantime, Army thought it would be a good time to add a few of 
theirs. 

Meantime, there was paper work; also, months went by. I'll wager 
the file is that thick (indicating). 

They finally asked for the bids, around April or May. The con- 

‘actors, under specifications, wanted to make a few changes. They 
vail to know if that would be all right. Army Ordnance couldn't 
say, “Sure, O. K.” 

So, the correspondence started back through the Army Ordnance, 
over to the Bureau of Yards and Docks, out to Wright Field, “Is this 
change acceptable?” 

June 28 came and they saw that they couldn’t close the deal by the 
30th as Navy and Air Force were obligating annual funds, and their 
requirement could not be provided for. 

In that case, we gave the money back to the Air Force and Navy 
on the 28th of June and on the 30th the items were bought from $1 
to $104 less per unit. 

Mr. Rreucman. Per unit? 

Secretary McNeim. Per unit. 

Another point, in a big organization I am not so sure a little bit of 
this competitive buying isn’t helpful. If Army Ordnance, for example, 
shows they can do a little better than the other two, then I am not so 
sure it isn’t the right thing to do. I would hate to break it down too 
fine and let every subdivision do their own buying, but there is a limit 
to consolidation because, beyond a certain point, all you are adding is 
unproductive paper work on that kind of an item. 

If some special item were to be developed where you would have 
to support an industrial complex, then I think single procurement has 
merit, because then you are keeping productive capacity on an eco- 
nomical basis. 

But I would urge that the committee consider single-service procure- 
ment and just see what really goes on, and I believe, sir, you might 
come out with what I have just told you—that on a common-use, 
standard-stock item, the consolidation of items such as paint, trucks, 
and similar material, it doesn’t save Uncle Sam a nickel; actually we 
waste money. 

Mr. Batwan. We saw what happened in the single-service procure- 
ment of fork-lift trucks. 

Secretary McNem. That is true, because no service can be in the 
position of kibitzing on the requirements of the other two, I don’t care 
how inflated or how inadequate they appear. 

Mr. Bauwan. Isn’t that the basic weakness of single-service pro- 
curement ? 
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Secretary McNem. It is one of of them, sir. The other is this mass 
of overhead paper work that generates in spite of all you do to drive it 
down, and is unproductive. 

Mr. Ixarp. Then, don’t you get some buying in your requirements 
that the supplier is at an advantage rather than the purchaser? 

Secretary McNei. That is correct, sir. 

Mr. Lanrarr. Of course, one of the things I think has been cited 
as an advantage of single-service procureme nt, or joint procurement, 
is the fact that you keep the agencies from competing with each other, 
as they have done in the past, for an item, with the end result that the 
price is forced upward. 

Secretary McNeri. Well, sir, that is a good point; but, rather than 
resort to single-service procurement and require additional unneces- 

sary people to work on everything you buy, year in and year out, the 
problem may rather simply be handled by intelligent interservice 
scheduling when you have a seller’s market. That’s when you are in 
trouble. That’s when you have the problem. When you have the 
buyer’s market, the advantages are on the other side. When you are 
in definitely a period of shortages, then you get the three together 
and lay out a buying plan which doesn’t get you into an unsatisfactory 
competitive position. 

Mr. Lanrarr. But there is no requirement in the Department of 
Defense for that now—that they get together and plan their buying 
schedules so as to prevent that. 

Secretary McNew. There are a lot of people that felt the consensus 
of opinion in the country, was that you are a sinner if you did not 
without reservation believe in single-service procurement. There are 
items where single-service procurement is the right answer, but each 
item should be decided on its merits and whether it is advantageous 
to the department as a whole. 

Mr. Lanvarr. I think the points you have raised against it are very 
valid, of course, and I think some of the examples you can cite in 
condemnation of single-service procurement are not based on the fault 
of single-service procurement, but on the fault of the human being 
rather than on the fault of the system itself. 

Secretary McNrm. I wouldn’t say that isn’t true, except, sir, I may 
not know much about this business; but I do have to deal with human 
beings all the time. 

Mr. Lanrarr. Certainly. I think those are valid considerations 
we have to consider, and I think the main advantages of single-service 
procurement or joint procurement, as I see it, is that in volume pur- 
chasing sometimes, not on all items, you are able to get more favorable 
prices— 

Secretary McNetx. That is right. 

Mr. Lanrarr. And you are able to schedule deliveries on a basis 
that industry can produce and you are able to prevent the services from 
competing with each other. 

Now, if at the defense level some of those heads can be cracked to- 
gether, I thing perhaps all of those things can be achieved without 
single-service procurement; but unless defense does force the services 
to get together and not compete with each other, then single-service 
procurement seems to be the only alternative. 

Secretary McNem.. I think your remark is right to the point. 
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REORGANIZATION FOR SUPPLY MANAGEMENT IN THE OFFICE OF THE 
SECRETARY OF DEFENSE 


Now, I have real hopes that a smaller, competent staff, working for 
the “Vice President” or Assistant Secretary for Supply can accom- 
plish those things which you could not accomplish as long as there was 
a layered-committee structure in the Munitions Board. 

Mr. Lanrarr. In other words, you think this new Assistant Sec- 
retary for Supply and Logistics will be empowered in such a manner 
that he can make some progress in that field ¢ 

Secretary McNet. | certainly do, sir. 

Mr. Lanrarr. Well, that gives rise-—— 

Secretary McNett. May I say something off the record, please / 

Mr. Rreuiman. Yes. 

Off the record. 

(Discussion off the record.) 

Mr. Batwan. Mr. Secretary, is the committee structure you are 
objecting to those at the top or those below in the Munitions ‘Board é 

A lot of the difficulty, as it was explained to us, was that these studies 
that come up to the board level were in such condition that the chair- 
man could not act. He had to wait until the under secretaries acted. 
Then it went to the chairman. Only then could he make a recom- 
mendation, 

Is it the committee structure on top that you object to or the mass 
of committees down below which did studies before they got up to the 
board itself? 

Secretary McNet. Both, sir; but I would emphasize the commit- 
tee structure below, because usually with just a single committee 
grappling with the problem—if they had all the pros and cons pre- 
sented too—they could come out with a pretty good answer; but if you 
have layered-committee structure, and, watered down or insurance 
factors built in at 2 or 3 committee levels, then the top committee 
never gets all the pros and cons for consideration. 

Mr. Batwan. But we can’t eliminate that, can we? 

If the Assistant Secretary for Supply and Logistics wants a study 
made, where you eliminate the Munitions Board, of the best way 
to procure spare parts, he is still going to ask the Army, the Air Force, 
and the Navy to form a committee to make some kind of a recommenda- 
tion to him. 

Secretary McNett. I think that depends on the man who heads it. 
Sure, he wants all the technical advice and information he can get; 
but it makes a great difference whether it is a three-man committee 
which makes the analysis. If you or I went out to look at an installa- 
tion and we took an Army officer or perhaps an Air Force officer along 
to provide technical and other information the answer might be differ 
ent than a three-service committee would report. That is the big dif- 
ference. We will have a purpose in mind to get at the heart of the 
problem; that is all. 

Mr. Ixarp. That would be this assistant secretary’s committee 
rather than a committee—— 

Secretary McNer. His staff. It would be his staff. 

Mr. Ixarp. I say responsible to him. 
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Secretary McNem. And the way I would like to see it—the way 
I try to run it ee I send a peers out, accompanied by an 
Army, Air Force, or Navy man, all 3 or 1 depending on the situa- 
tion—because they a have competent people, technical knowledge 
that perhaps we don’t have—to make a study. We are going out 
for a purpose and want all the advice and help we can get, but in doing 
so, never deviate from the purpose of trying to find ‘the best answer 
regardless of the views of any participant. 

Mr. Murr. In other words, there is an integration of activity 

Secretary McNen. That is right. 

Mr. Mitter. You are differentiating between staff work and com- 
mittee work ¢ 

Secretary McNetr. That is right. 

Mr. Mitter. In other words, actually, under the Assistant Secretary 
of Defense, all the operation would be staff; he is the committee— 
period—and all the operations staff, and it would be all integrated up 
to him, and you don’t have all these different committees working 
under different provisions with no integration at all or relation be- 
tween one committee and another ? 

Secretary McNem. Or, approaching the problem from a narrow 
service viewpoint, I am not particularly critical of this because we 
know of the elements that enter into it. If I were a Navy commander, 
or captain, or Army or Air Force colonel there on a committee, I will 
wager the department I was reporting to wouldn’t get hurt very badly. 
There wouldn’t be a thought that would enter into a particular com- 
mittee report that didn’t just about satisfy everything the people to 
whom I reported wanted. 

Mr. Rreniman. And you would be, then, reporting to a committee; 
correct ? 

Secretary McNet. Yes. 

Mr. Rreutman. As Mr. Miller has said? 

Secretary McNeru. Yes. 

Mr. Rreatman. And the setting up of this Assistant Secretary— 
that would be his staff and they would be reporting directly to him? 

Secretary McNerm. That is right. 

Mr. Batwan. And he would have a larger staff, under such arrange- 
ment, than the Munitions Board staff currently has, which in turn 

Secretary McNem. It would, I believe, actually take less people. 

Mr. Batwan. It would take less people? 

Secretary McNerm. Yes, sir. 

Mr. LanrarF. In that connection—— 

Secretary McNet.. It would probably take about three times as 
many people to operate on a committee structure as on a direct staff- 
type operation. 

Mr. Rrentman. Would you repeat that ? 

Secretary McNerv. If I had used, in the preparation of the budget, 
committees on all the various elements, I would say it would take— 
and I am pulling this out of the air—three times as many people as 
it takes today to get the job done. 

Mr. Lantarr. Evidently everyone in the Department of Defense 
doesn’t share your convictions, because, as I recall, the last time we 
took a “ iding on the number of committees operating in the Depart- 
ment of Defense it was something like either 600 or 900. Do you 
recall what that figure is? , 
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Secretary McNeiw. I wouldn't be surprised if your larger number 
is about right. 

Mr. Lantarr. About 900. 

Mr. Chairman, I have something else on this new Assistant Secre- 
tary for Logistics, 

Mr. Riewiman. All right. 

Mr. LANTAFF. You mentioned Mr. Forrestal a minute ago, and one 
of the things that sort of concerns me, in the work that this committee 
does and our discussions here this afternoon, which I think have been 
very fruitful, is getting to this new man the benefit of the thinking of 
this committee, experience of this committee, and its predecessor com- 
mittee in years past. 

Forrestal, for instance, issued secret directives with reference to the 
Muniitons Board, which were unknown for a period of years to Secre- 
tary Lovett, and it was not for some years after Lovett had been 
Secretary of Defense that he found out about some of the directives 
pertaining to the Munitions Board that had been issued through Mr. 
Forrestal, and as soon as he found out about it he brought them back 
into effect immediately. 

We do have this problem of turnover of these people. I am just 
wondering what plans there are in Defense to bring the problems you 
have discussed with us today to the attention of this new Assistant 
Secretary, or do you think this committee can exercise any role trying 
to help pass on to this new Assistant Secretary some of the experiences 
that we have had? 

Secretary McNett. I would say that the thoughts, comments and 
suggestions, advice of this committee, would be extremely helpful be- 
cause this committee is a body that has carried on for a period of 
time. 

Precisely as to the plan for listing the problems and directives for 
the new Assistant Secretary for Supply—I personally know of nothing 
specific. I think, however, John Houston, who has been heading the 
staff of the Munitions Board in the absence of the chairman, has every- 
thing pretty well codified and in order so that the new man can get 
a rather complete grasp of the problem quickly. 

The person who has been working there for a couple of months may 
be the nominee. I don’t know. 

Mr. Kyes may be able to answer that question. I understand he is 
coming very shortly. 

Mr. RiewiMan. Yes. 


WORKING CAPITAL FUNDS FOR COMMERCIAL AND INDUSTRIAL-TYPE 
ENTERPRISES 


Secretary McNem. I would like, if I may, to add one other point: 
Working capital funds are extremely helpful in another broad area 
of defense effort, which covers or requires employment of a very large 
proportion of our civilian personnel—some military—-and that is the 
commercial and industrial-type enterprises I mentioned earlier. 

We have about 25 of the corporate-type enterprises established in 
that area now. The largest of those, if it would be of interest to the 
committee, is the Military Sea Transportation Service. Three years 
ago that used to operate as the Army Transport Service and the Naval 
Transport Service. It was consolidated in 1950. 


5356—53— 19 
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One of the purposes of the National Security Act was to try to get 
utilization of facilities that were existing in all the services. 

Now, under the appropriation process, human nature being what it 
is, and for practical and procedural reasons, it is virtually impossible 
to assign 1 service the job of doing housekeeping jobs for the other 2. 

Next, and I am not talking about services supporting one another 
in combat 

Mr. LantarrF. Yes. 

Secretary McNei. Neither is it sound to have two services riding 
“free” on the other. That is not conducive to self-discipline or re- 
straint on the use of facilities. If you have no money or otherwise, 
or other responsibilities but you can just use whatever you want, and 
the other fellow budgets for it, you never get economy or efficiency. 

Now, we come to Military Sea Transportation Service for a case 
in point. f : 

In the first year of operation Military Sea Transportation Service 
made some operating improvements. In other words, they paid all 
of their bills, just like a private steamship or — line. They 
chartered vessels, paid the fee, and all that sort of thing; bought 
their operating supplies; bought their food and that sort of thing, 
and started billing the customers for the cost of the services rendered. 
So, while they made some improvements, the costs for the first year 
were as follows: 

Two and ninety-six hundredths cents a mile to move people at sea, 
including their food from the time they embarked until they landed. 

Freight costs across the board were five and thirty-one hundredths 
mills per ton-mile. 

As of 1 year later, as of last June, because they commenced operat- 
ing like a business, even though labor had gone up, even though cer- 
tain fuel and overhaul costs were up, the cost of moving people at 
sea had dropped to one and seventy-six hundredths cents a mile, and 
freight dropped to three and ninety-three hundredths mills per ton- 
mile. 

There is a 40-percent reduction in the cost of moving people and 
a 30-percent reduction in the cost of moving freight. That is all 
we were after—to move freight economically and efficiently. 

Now, as soon as there was enough experience there was estab- 
lished—a schedule of tariffs, which was neittiak. They are simple 
tariffs. In other words, we wanted to make it workable, not involved 
like railroad tariffs. 

The merchandise groups were divided into about eight classes; 
people into cabin and troop classes. We established eight areas 
in the world—east coast United States to the west coast of Europe; 
east coast United States to the Mediterranean, and so forth. Whether 
they went to Bremerhaven or Bordeaux is somewhat immaterial; 
but we wanted to make it simple because we wanted to get 95 percent 
operating benefit without useless or unproductive paperwork. 

So, there was established tariffs based on the lower cost factor—I 
just mentioned. Billing on those rates since the 1st of July—that 
corporate enterprise has profit of over $20 million. The next step 
now is to again reduce the rates. 

Troops to Europe are being billed at the present time at $50 each 
to Europe, including the food. The average voyage is 9 days. So the 
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food is a substantial portion. We will probably have to get that 
down to about $46. That will be a reduction of almost 50 percent 
from the time it started operation—just by changing into a business- 
type operation and providing a machine that able people can run. 

very service now pays its own way. When the Army ships some- 
thing, the Navy ships something, or the Marines, or anybody else, 
they pay for it. 

Next, the tariffs include a schedule of demurrage charges. So, if 
someone just idly or not too thoroughly makes up a statement of ship- 
ping requirements out of San Francisco and says, “I’m moving 160,000 
tons, and a 120 is all that shows up, it causes idle ships. They are 
billed for a Victory ship about $2,300 a day. That is just for idle 
time. That ship wouldn’t have been scheduled in there at all if 
they hadn’t said they wanted to ship a certain volume. 

So, the cost of idle time—just idle time—dropped from 54 million 
in 1951, to $8 million in 1952. 

Mr. Ikarp. And your movements were probably more in ’52? 

Secretary McNrew. Yes; they were. 

Next, turn-around time: Now, because they are on this basis, ship 
skippers are really competing with each other as to voyage costs. 
Turn-around time to Korea on the average has dropped 8 days—500 
vessels are being operated—approximately 50 percent of the vessels 
are MSTS vessels; 50 percent are chartered. 

So, part of this improvement is just the way of managing the equip- 
ment you hire. It has produced truly phenomenal results. 

A hundred and sixty-five (165) million dollars is the value based 
on savings in operation for 52 over 1951, by a change in the method 
of doing business. 

For the printing plant in the basement in the Pentagon—the output 
per person on a standard unit of measure has tripled since we put in 
the corporate-type principle. 

Mr. Batwavy. Is there any plan for putting MATS on that basis? 

Secretary McNem. Yes, and I think there could be real improvement. 
as soon as this is done’ Mr. Wilson and Mr. Kyes have talked about 
that. 

Now, one of the problems there is: The air weather service is 
there. Air sea rescue is in MATS, at the present time. MATS is 
called a training mission period. What has to be done I believe is 
to segregate the truly transport function. It would make quite a 
difference in the requirements, I am sure if everybody who rides is 
going to be charged for the movement for example to research, Navy; 
research, Army; research, Air Force. 

Mr. LanraFr. Research, Congress. 

Secretary McNem. While travel is a very small item it is a cost of 
research if done for that account. What does research cost? What 
does something else cost in Government ? 

It is almost impossible to find out. You can say, “Research 
well, here it is,” but all the indirect types of support that feed it are 
generally riding “free”. 

Now, in the case of printing for the Research and Development 
Board, the Munitions Board, and our shop, for example, and Army, 
Navy and Air in the Pentagon—a bill is rendered once a month and 
to that extent a more complete cost picture is available. 
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Another point, we are not printing as many budget documents as 
we used to because we must O. K. the bills for printing ordered by our 
people. 

Talking about appropriations over here—we are taking 25 copies 
now instead of 50. Why? Because we get a bill. If we “rode free,” 
we would probably never have even thought of watching the quan- 
tity weconsumed. It would just be one of those things not given much 
thought. 

So, as we move forward in this type of thing, one collateral bene- 
fit is that it helps get the charges for services into the cost of the 
primary function you are trying to carry out. 

This last week the charter, “articles of incorporation,” as I like 
to call them for the Norfolk shipyard was signed, also for the Charles- 
ton shipyard and for the Marine io Stock Fund, This will be 
the first time in 150 years the Marine Corps has had their standard- 
stock material under thi S type of ope ration. 

The Marines, while quite late in starting, have done a very good 
job since the decision was made last fall and it will go into operation 
July 

What has happened even before the full operation began? The 
Marines now see where they stand on inventories. They have re- 
duced their estimated procurement requirements for 1954—for com- 
mon use standard-stock items by $80 million just because they can 
commence to see what the picture is from a mobilization reserve and a 
turnover requirement. 

Mr. Lanrarr. That will have a tremendous effect on the amount of 
surplus, too, that will eventually be generated, will it not? 

Secretary McNem, Yes, sir; in that class of material, very much. 

Mr. Lantarr. Do you think that type of operation will work success- 
fully in a combat operation as well as this particular operation ? 

Secretary McNei. Well, the naval stock fund operated through 


World Wa » J and for the demobilization period thereafter, through 
World War II and the demobilization afterward. 

Probably  ealeasel was charged off to the combat area probably a 
little 

Mr. Lantarr. More generously ? 

Secretary McNei. Well, yes, and a little earlier than necessary. 


[ do think when you are in same have got to make a charge for 
material once it goes to Pusan. 

I am against financial scoomnely ig in combat areas, but it should be 
up to the last pract ‘able issuance point 
Mr. Lantarr. Have you any idea of the amount of surplus that was 

ted, percentagewise, by the Navy, as opposed to the Army and 
Air r Force it the end * the last war? 

Secretary McNew. I do not, sir. 


tii 1 ¢ 
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REQUIREMENTS ANALYSIS FOR HEAVY EQUIPMENT 


Now, on the fields not covered by the revolving funds, I think in 
Defense there is probably a much better effort being made today 
than ever before in history on the analysis and review of requirements 
for major items of equipment. 
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We are not doing al perfect job. I don’t want to leave that impres 
lon, but whether it is Air Force, Army or Navy—Ill use an Air Force 
example, for one: In the case of engines, in 1951 the thing started off 
very much ] ke it did n World War Ey. Because of certain efforts 
le the Department of Defense and by having a means of bringing 

the pre b] mM up, a phy 1c il look to see what the overall life is petween 


1952, in a reduction in 


engines and depots resulted, in requireme nts for 
engine spares of a billion and a half dollars—a trifle over a billion 


anda half. The lower requirement has been reduced again by almost 


is much, the extended life of engines very sharply reducing spare 
rement 
(gain la not saying if how pr rfect, but there is machin ry 
ion at the moment which shouldn't leave us in quite the same 


P< tion as we were at the ( nd ( f World War I] where the amounts 

( e quite large in many items. 

Now, some vood sche duling Was done in the latter stages in Wi d 
War IT, but we didn’t start World War [] with a proper system. 

Mr. LANT AFF. Mr. ( hairman, here are some of the items which we 
ire interested in, in connection with this current study—this schedule 
of material requirements, If Mr. MeNeil has no objection to the 

se of this, I think it might be h teresting to include those in the 
} 


secret uly McNett It may be inserted in the record. 
Mr. Rieuiman. All right. 
The schedules referred to above are as follows:) 











288 MILITARY SUPPLY MANAGEMENT PROGRAM 


SECURITY 
IWF ORMAT ION 


esrorts comreot srumo! 


wean . atte Pag T REFERENCE muwnee 





sg SA pS 
GROSS #EQUIREMERT FACTOR REQUIREMENTS 


PRimate Wsriture Tora. | 


eB ¥ e 


1 COMBal - rorat 








2 


+a% COMPOMEN 


3. PEACTTTME COMSUMPT+OR ~ 





&. LEVELS OF SUPPLY (Peecet ime Genie) TOTK 
S. ist YER MOBILIZATION REQMT - rorac 


WiTi al EQuiPmrar OF FORCE 8 
ACTIVATED DURIRG PERIO0 





©. COMBAT awO TRAiH)® a Sumet 
DURING PERFOD 


IWOREASE (* 
Emo OF PERIOD 


9d. OTM 
_ OTHER APPROVED @EQUIREMERTS 





yor 
LESS QUAATITIES PROVIDED FOR 


a. STOCKS Ow wanO 3 me 19 


On ORDER OR FUMIE DYFY 52 @ pr ior Fr 
Om ORDER O8 FUNDED FY § 
REQUIREMENT (Nor funded) 


a. FY Se FUNDING PROGRaM 


0. UNBUDGETE 


ESTIMATED AVAILABLE FROM PRODUCTI On 
* ah OTWER SOURCES OuRING D + 12 


APPROPRIATIONS ARO REPLACING FURS | . 12. RBA 
- CHARGEABLE FOR PROCUREMENT OF Quam ‘ ' " } t 
TiTiES 18 ITEM Pa (Liet each) 





13. REQUIRED 6 SCVED. 08. (VERY 
— 
1 


fT 1956 


LaTER 
PER O00 





‘enter Reporte Control Symbol eesigned 
dn epecific coperting cequeet 


Assi fication 


2 ———= SECURITY 


PREY EOITIOWS OF 
Sais £04e AMS on lf INFORMAT | On 





289 


PROGRAM 


SUPPLY MANAGEMENT 


MILITARY 


Misnmoss: 


e@Otess 


as/ano3s _ 








“SET TVSTITTNTS 


ONVOe Sm 


Whossd¥ 3801/0 HH TevisesIs Hiss0 

















i832" 1¥LNIRLeYE IO JLvO 


TAOedsY THAW deserve dO 1 


4apprees ye ne 


FA¥O 1802 98/1001 GeY 1809 Lien 


uns 01904 10140 pee CGGI Ad wos) pooweuid) Oiund0es 38 01 


A2639% Om) BN D0Ke i 


JINGIHIS MOLLINGOUd AIA0¥dGY 


wolawemost! 
Asien. 











290 MILITARY SUPPLY MANAGEMENT PROGRAM 


Mr. Ly \ T! the model u ed, isl { ns in connection with 
suai daai ake Toe it is not used for—— 

Secretary McNem. There is a different form used on some of the 
items. For screws, bolts. and ts—the easy way to do it is use dol 
lars as a common denominator; but on tanks these should be an analy 


S of the individual item. 
May I give you an example off the record, sir? 
Mr. Rreucman. Yes. 


) ussion off the record. ) 
Mr. Rrenuman. Mr. Secretary, we do have a few items we wanted 
to cover with you so we would have them in the record. 
Secretary McNeim. Yes, sir. 
Mr. Rrentman. I don’t know whether ill be able to cover them 
all before the Secretary arrives or not, vee we will go as far as we can 


on them, and whatever one we cannot get at today I will ask Mr. 
Balwan to contact you and get your answers. 

Mr. Lanrarr. Mr. Chairman, I think we have covered all but 
about 10. 


IMPLEMENTATION OF DOD DIRECTIVE 4000.8 


Mr. Batwan. It has been said we are not to have a single service 
supply, and yet the July 4000.8 regulation is aimed right at that 
thing and te lis the de partinents to go into that as much as possib le. 

Secretary McNetv. I do not believe, sir, that is quite correct. 

Let me see if I havea copy of the directive here. 

Here is the wording. 

Single procurement in the form of single department, joint agency, or plant 
cognizance shall be effected whenever it will result in net advantages to the 
Department of Defense as a whole 

That wording puts the burden of err on the people who wanted 
single-service procurement to make a case for it. 

The older language implied that there would be single-service 
procurement unless you can dig up some awfully good reason not to 
do it. 

I think this revised language is right. 

Mr. Rreutman. Now, is that referring to 4000.8 ? 
ecretary McNem. Yes, sir; and that is paragraph III, subpara- 
graph 5. 

Mr. Batwan. That is the November copy; isn’t it? Didn’t they 
have one in September and then they came out with another revised 
directive No. 4000.8 in November ? 

Secretary McNetz. I think it is the same in both. 

Quite honestly, 1 advocated that change because the emphasis should 
be changed. Single-service procurement—when it is right, let’s do 
it; but I think there should be a reason to do it. I just didn’t want to 
say, “We are going to have single-service procurement” whether it 
made sense or not. 

Mr. Batwan. Along on that point, we have been covering the 
various departments with respect to this 4000.8 series. One depart- 
ment told us that actually the reports that we have to submit in com- 
pliance with 4000.8 is really a lot of paper work. We are doing a 
iot of busy work, trying to get a regulation, merely because somebody 


-~ 
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says we have to have regulation before we can buy, issue, or warehouse 
anything. 

[s there something basically wrong with the directive‘ Have we 
changed our thinking so much that is out of date right now ? 

Secretary McNeix. Is your question directed to this specific point ? 

Mr. Batwan. 4000.8 in general. Are we accomplishing anything 
by that regulation ? 

Secretary McNew. We started to and in the fiscal field some progress 
s evident. I think we have been moving on a plateau for 3 or 4 
months, in the areas which were assigned to the Munitions Board, 
which has been without a Chairman since January 20. With the 
submission of the legislative proposal that should quickly clear up. 

Quite frankly, I don’t see how the Munitions Board or the staff 
has been able to really accomplish much. 

That is really the answer to that. 

Now, as to the establishment of stock funds. 1 won’t say the prog- 
ress is satisfactory, but the signing of the Marine Corps charter last 
week was certainly a step in carrying out one of the provisions of 
LO00.8. 

Mr. Barwan. Mr. MeNeil, may I interrupt ? 

That is one of the questions we wanted to ask. 

I wonder, Mr. Chairman, if we could have the Secretary give us a 
written reply to this original question ? 

Secretary McNret.. Sure; I will be glad to. 

Mr. Rreuiman. All right. 


UNIFICATION OF THE CHAPLAIN CORPS 


Mr. Batwan. Then, to proceed to one other point. We have had 
a suggestion—the suggestion came to our committee—on this point 
of unification. People want unification. One person suggested the 
Chaplain Corps be unified, the procurement, stocking of the materials 
that go along with the Armed Forces chaplain activity. 

Has there been any thought given to doing that? What would be 
the disadvantages of extending unification down to something like 
that ? 

Secretary McNeit. Does your question have reference to the 
Chaplains Corps as a single unit instead of the three Chaplains Corps? 
Did your question intend to go that far, or was it only on chaplain 
supplies, or was it under schooling and training ? 

Mr. Batwan. All of it, sir—schooling, training, and the corps itself. 

Secretary McNem. I don’t believe I am the person to attempt an 
answer to that question. 

Dr. Hanna, who is the assistant Secretary in Charge of Personnel, 
is a very able individual. He was president of Michigan State until 
he came down. He is getting his feet on the ground very rapidly and 
he is quite competent. 

Something pertaining to this subject came up yesterday afternoon 
and, while we weren’t dwelling on this particular problem, he men- 
tioned he visited at the Chaplains School at Fort Slocum. 

He is therefore giving that problem some thought. 
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I might suggest to the committee, if you care to address that ques- 
tion to the Secretary of Defense, he would ask that Dr. Hanna look 
into it and prepare a statement. 

Now, the chaplains’ supplies are a rather minor item. 

I think there is a considerable standardization although I don’t re- 
call the details, but that wouldn’t be a big pro blem. I think the big 
problem is school o, training, al d things of that nature. 


SURPLUS DISPOSAL 


Mr. Batway. I have only one more question, Mr. Riehlman, and 
that is on this problem of surplus, on which we have not touched. 

It has been our understal 1d) hg that an ad hoe committee has been 
formed to study surplus. Was that set up by you, Mr. McNeil? 

Secretary McNem. No, sir; it was Mr. Kyes. 

I think the committee to whic h you re fer is the Under Secretaries 
of the three military departments—on this matter of excess property— 
there are some things that have been done as a result of the work so 
far that I jus t know about. 

There is a propos: il, GSA, that certain criteria be used which will 
make it possible to « liminate a considerable number of items which 
are definitely excess Or ho lo wer needed in the supply systems. 

I understand that the proposed changes become effective in the mid- 
dle of July. 


The N: avy separat ely—-I was up there the other day, and they have 
a plan which fits into this overall thing, which looks very good. 

I might iaich on that just briefly. 

They have just made an eee of a1 1umbe r of their—shall I 
call them—retail outlets—that is, the supply department at the Navy 


yard at Norfolk, and sever: al other places, and they found that a con- 
siderable portion of the items issued involved issues of only—I think 
it’s 25 percent of the items stocked involved issues only three times in a 
year; that their big volume, 90 percent of their volume, was in 12 
percent of their items. 

What they are now trying to do is make an analysis of that, with the 
idea of moving the very slow-moving items—2, 3, 4, half a dozen issues 
a year—back to 2 depots—1 on the Atlantic coast and 1 on the west 
coast. 

That is more or less dead storage, but just the very act of doing 
that means every depot won’t be stocking everything when actually 
for many items they only need a few on the east coast and a few on 
the west coast to supply the whole fleet. That, in itself, is going to 
do a great deal to identify and isolate the property that might be 
considered excess. 

Mr. Rreutman. Secretary Kyes has just arrived, and I would like 
to have, if it is possible, Mr. Secretary, your views on this surplus 
problem. We have asked on several other occasions other members 
of the Defense Department to  * us some of their own thinking 
in respect to how this great problem is going to be handled. It isa 
major problem that is confronting us. This committee is vitally in- 
terested in how it can be handled successfully. We don’t want another 
war assets program set up here to be faced with, and we would cer- 
tainly appreciate it if you would give us any views that you may have 
in writing so we can use them in our study, sir. 


my vai 
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Secretary McNer. I would be glad to, sir. 

Mr. Rrentman. All right. Thank you. 

Now, I don’t want to hold up the Secretary, and I have agreed to 
have this executive session. So, those who are not members of the 
committee or the staff—we will have to ask them to leave at this 
time and we will now sit in executive session. 

(Whereupon, at 4:05 p. m., the hearing was adjourned.) 

(Exhibits 1 and 2 follow:) 


Exuisir 1 
THRE NAVY SUPPLY SYSTEM, 1953 
FOREWORD 


WHAT IS NAVY SUPPLY BUSINESS 


When a Navy machinist mate asks for a specific quantity of a certain bolt, 
or valve, or kind of sandpaper, he wants it right then. He has to repair or over 
haul a particular plane, crane, or landing craft, or any of the countless other 
kinds of Navy equipment. He’s got to do the job properly and promptly. Maybe 
his life or the lives of his comrades in combat depend upon his skill—and the 
availability of the materiel he needs to work with. 

So—it’s up to that machinist mate’s supply officer to have the bolts and the 
valves and the sandpaper—when, where, and in the quantity required. The 
machinist’s mate, and the Navy, usually can’t afford to wait until supplies are 
transferred from some other supply officer, perhaps after delays of weeks or 
months, unless high-cost transportation is used, and certainly can’t delay the 18 
months or longer it often takes to buy technical material from whomever has 
to manufacture it. 

It’s up to the whole Navy supply system to back up the individual supply 
officer—to anticipate every machinist mate’s needs, and the needs of every other 
consumer of Navy materiel, well before he himself knows the need. The system 
must predict—for all Navy operations, training, maintenance, and overhaul 
what, how much, and when items of materiel will be needed. The process of 
predicting future needs, of continuously reevaluating those needs, and then of 
everlastingly acting and reacting to meet those needs, is * * * supply business. 
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NATIONAL DEFENSE REQUIREMENTS PLANNING 


— 
CHART 1. NATIONAL DEFENSE REQUIREMENTS PLANNING 

Che process of predicting requirements starts with the strategic concepts and 
basic military planning of the Joint Chiefs of Staff 

As soon as the concepts are turned into basic plans, supporting missions are 

sig to the Army, Navy, and Air Force 

When he has received his “missions in support” of basic plans, the Chief of 
Naval Operations is in a position to state the materiel requirements for the 


implementation of his assigned missions. Similarly, the chiefs of staff, Army 
ind Air Force, can formulate the materiel requirements for their missions. 

The three services have to consider their materiel requirements in the light 
of the total load that defense mobilization plans will carry. The impact of 
military materiel needs on the national economy has to be thought through 
The required coordination is done by the Munitions Board. At that level, na- 
tional defense planning policy is applied to military materiel needs, and a 
coordinated requirements program, related to what the factories will produce, 


is set up. The coordinated requirements are then returned to the three services. 
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Upon receipt of its coordinated requirements, the Navy is able to undertake 
program planning for its own supply business. 
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CHART 2. Navy PLANNING 


National planning depends upon the part played and expected for the United 
States, worldwide, and is based on best knowledge in Congress and the executive 
departments. 

Navy planning guidance depends upon the defensive and potentially offensive 
jobs assigned to the Navy by the Congress, the President, the Secretary of 
Defense, and by the Joint Chiefs of Staff. From these guiding Navy plans— 
Chief of Naval Operation’s plans—are developed the picture of types and num- 
bers of planes, ships, guns, bases, and personnel for which support in supply 
items must be planned and predicted. These pictures of things to be supported 
are the programs—ships, aircraft, bases, ordnance, and personnel. Within the 
Navy, each of these five basic programs is assigned to the technical bureaus 
concerned, for further development. 








296 MILITARY SUPPLY MANAGEMENT PROGRAM 


PERSONNEL PROGRAM PLANNING 





CHART 3. PERSONNEL ProGRAM PLANNING 


The personnel program is 1 of the 5 developed by the Chief of Naval Opera- 
tions in order to determine how the Navy will fulfill its assigned job. This pro- 
gram is assigned to the Bureau of Naval Personnel, which may be considered the 
technical bureau for personnel. The other programs—ships, aircraft, bases, 
and ordnance—are assigned to other technical bureaus, which research, develop, 
design, and engineer the Navy items of equipment and supplies needed for those 
programs. Obviously, all programs are interrelated. 

The bureau action on the personnel will illustrate the detailed development of 
all programs. What personnel are needed depends upon the kind, quantity, and 
location of ships, planes, bases, and ordnance. The personnel bureau must ex- 
pand the Chief of Naval Operation’s general plan for personnel into details of 
what kinds of men and women—officers and sailors, ranks and rates—will be 
needed, of when they will be needed, from what sources they will be obtained, 
how and when they will be trained, and to what locations they will be ordered. 
The personnel program must, in turn, be translated into supply needs for cloth- 
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ing, food, medical supplies; in fact, everything people need. Similarly, the ships 
program must be expanded into all the needs of replacement equipments and 
operating supplies which go to maintain a ship as an operating and fighting unit. 


™ 


KINDS OF SHOES 


CLOTHING PROGRAM PLANNING 
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CHART 4, CLOTHING PROGRAM PLANNING 


The Bureau of Supplies and Accounts is the technical bureau responsible for 
developing the clothing and food needs for personnel of the Navy. In finding 
what quantities of clothing must be bought, stored, and distributed to be ready 
to meet predicted future needs, the Bureau of Supplies and Accounts must 
analyze the general clothing program and expand it in great detail. 

For example, the detail of anticipated use must include a prediction for each 
kind of clothing—hats, shirts, trousers, and shoes, for instance—and a further 
breakdown of the kinds as between men’s and women’s. 

Each of these breakdowns of kinds of clothing must further be detailed by pre- 
dicting needs on an item basis—such as regular shoes, safety shoes, flight-deck 
shoes—and the sizes of each. 
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CHART 5. ITEM PROGRAM PLANNING 


The supply planning and predicting process—from analysis of the Chief of 
Naval Operations programs to development of item and size detail—leads finally 


from the personnel program to size 9B low black shoes, for illustration. At this 
point, the predicted quantity of 9B low black shoes which enlisted men will need 
during the planned future is determined. In addition, this part of the cost of the 


Navy’s whole program is also determined, for consolidation with other similar 
detailed costs to give grand-total Navy cost 

How is the final detailed prediction obtained? Recent past experience of the 
numbers of 9B low black shoes issued in support of the Navy personnel program 
of that same period gives “usage” factors which are the basis for prediction 
In this illustrative example, the personnel program is assumed to be 200,000 re 
cruits and 700,000 men on board. The recruits will be issued 2 pairs of shoes 





» experience for men on board is 2.162 pairs of shoes sold to each man 
per year. The usage experiences respecting the 9B size is 35 issued for ever) 
10,000 pairs of low black shoes sold Applying these 2 usage factors to the person- 
nel program, there results a predicted need for 6,700 pairs of size 9B low black 


shoes 
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DETERMINING INITIAL NAVY SUPPLY REQUIREMENTS 





CHART 6. DETERMINING INITIAL NAvy Suppry REQUIREMENTS 


The first and fundamental task to be done in supplying the Navy is to translate 
Navy broad programs into details of the material, spare parts, minor equipments 
and components which the programs will need in the future. In the case of the 
9B black shoes, the task is fairly easy because the material needs of Navy peo} 
are easily identifiable, and because average usage of clothing and provisions is 
well recorded and simply applied. In the case of the detailed supply items needed 
to support aircraft, item identification is more complicated, because the parts 
making up one mode! airplane differ substantially from those making up anothet 
model; and usage of parts varies, depending upon the type of plane, the type o 
operations in which used, and decisions as to the maintenance which will be 
performed. 

In predicting the supply requirements to support future operations and ove 
haul of one particular aircraft, each item in the plane must be identified as t 
what it is, what it is made of, where it is used, and so on. This is necessary 
order to decide whether to buy each part fr: the plane manufacturer 061 


35356—53——20 
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his supplier, whether to buy it at all, or whether to manufacture it, whether the 
item is already in stock in the system, or whether the item will be supplied at all. 
The analysis process concerned simply with identification is part of the cata- 
loging action of each part; the process concerned with determining the type of 
supply action is known as provisioning. Provisioning processes predict future 
supply requirements of the program for a plane being used for the first time. 
Periodic prediction of requirements for planes already in the system will be dis 
cussed later.) 
Provisioning and periodic review of requirements for planes and other tech 
nical equipments become a more serious and more complex problem as invention 
mmplicates the equipments themselves. To support the current aircraft pro- 
gram, it is necessary to be prepared to furnish mechanics and pilots some 405,000 
aeronautic items. Other programs are equally technical in their demands for 
support 
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CHART 7. TECHNICAL PARTS PROBLEM 


Electronic tubes are a good example of the growing complexity of supply 
support required by one part of the ships program. In 1937, only 60 tubes were 
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used in the electronics equipment installed aboard a Navy destroyer; by 1952 
the number of such tubes had increased to 2.209. 
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CHART 8, CATALOGING 


This complexity of equipment makes it mandatory that information of the 
identity of each item be known to all—the electrician or machinist mate, the 
storekeeper who stocks it, the officer who predicts requirements and buys it. 
Assuring such widespread information is “cataloging.” 

To return to the provisioning process, the aircraft is broken down into major 
components—-wings, body, tail, landing gear—and these are broken down into 
subassemblies, parts, and materials covering every individual item in the air- 
plane. A standard Navy stock number is assigned to each item of the manufae- 
turer’s bill of material which is to be bought and stocked after being identified. 


’ 
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Items new to the system will be assigned new standard Navy stock numbers; 
items of the bill of material which are already in the system will be given the 
same number by which already known. 

Some items of the bill, old or new, will be found to be used only by the aircraft 
program, and will be assigned to the control of the Aviation Supply Office, which 

responsible for support of naval aircraft operations. Others will be found 
to be in common use throughout the Navy, and will be assigned to control of 
the General Stores Supply Office 

By “cataloging” the Navy means publication and use of stock numbers as a 
universal Navy supply language, and, eventually, a universal Department of 
Defense supply language. 
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THE RESULTS OF NAVY CATALOGING 
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CHART 9. RESULTS OF NAVY CATALOGING 
The Navy has for many years given most serious attention to cataloging as a 
ipply management function An integrated supply system of greater than 
peanut-stand size can’t function efficiently without an identification and catalog- 
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ing program—distilling and funnelling all the diiferent commercial names and 
numbers for one item into a single standard for military use. Since 1914, when 
Rear Adm. T. H. Hicks, SC, USN, began the first Navy standard stock catalog, 
the Navy has emphasized cataloging and has published standard numbers. 

The resulting economies over the years are incalculable. The savings from 
cataloging stem primarily from determination of interchangeability and, as a 
consequence, less bin space, fewer storehouses, less investment in inventories, 
fewer personnel, and more expeditious handling of stores. The Navy and the 
taxpayer bave won handsomely from the cataloging of Navy equipment, parts, 
and material. 

It has already been indicated how, during provisioning processes for aircraft, 
cataloging data prevent unnecessary purchase of items already in the system. 
More specifically, during the identification and cataloging of construction equip- 
ment spare parts, 35 contractors’ items boiled down to 1 single item. Again, 
this same boiling down applies to bins needed, warehouses needed, inventory 
investment, and so on. 
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CHART 10, Navy CATALOG PROGRAM 
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Each of the segments of the Navy supply system—in addition to aviation and 
construction equipment—vigorously pursues a cataloging program, and the Navy 
is well along toward the universal supply language in all materiel programs or 
categories Progress in those component programs is as follows: 
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CHART 11. MAINTAINING Srock LEVELS 


After each item needed for support of Navy equipments and personnel has 
been identified and numbered, the purchase or replenishment need must pe- 
riodically be redetermined by an inventory control review. In such redetermina 
tion, two basic parts of the whole requirement which must be provided for are: 
(1) The quantity which will be used in any set time, computed by applying usage 
experience to programs and schedules; and (2) the reserve quantity needed in 
the pipeline to maintain a flow at the end of the line. To use a homely illustra 
tion: 

Our boarding house uses 70 dozen eggs in a normal week, which are delivered 
to us fresh once a week, every Monday morning. So, on a typical Monday we will 
have 70 dozen eggs on hand for regular consumption during the week—this is 
what the Navy calls an “operating stock.’ Also, we will keep 70 dozen eggs in 
the refrigerator as a safety measure against unusual events such as a sudden 
influx of business—what the Navy calls a “reserve stock,” equal to the quantity 
regularly used between deliveries. Finally, every Monday we give our egg 
dealer an order for 70 dozen to be delivered the following Monday—this is “stock 
on order,” to keep the system going. 
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the end of a normal week, we'll still have 70 doz m order, our operating 


k will be exhausted, and there will still be 70 dozen in our reserve stock. 
Phen on Monday in the second week, we'll put another 70 dozen on order, we'll 





» 70 fresh dozen and put them in reserve, and we'll use last week’s reserve 

s week's operating stock the zood storekeeper s procedure ol using old 
The second-week cycle is the same as the first 

in the third week, everything that can happen to eggs does happen, and 

end of the week we’ve used up our whole operating stock and all of our 

ve stock except 10 dozen his is practica an emergency. So we get our 


ler on the phone and tell him to add 60 dozen to our regular order of 70 


i 
total 130 dozen to restore normal stock status 








illy, in the fourth week, 130 dozen are delivere¢ We put 70 dozen in re- 

0 dozen in operating stock plus the remaining 10 old dozen, and 70 dozen 
er. We're back in the regular cy¢ 

Navy’s inventory proble sa litt more mp ited The Navy uses a 

a weekly cycle of supply-demand review. But the inven- 

tl e, for eggs at our boarding house, for hundreds 





in the worldwide Navy supply system. 
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Within the United States, the naval training centers, the naval shipyards, the 
naval air stations, as examples, each has a supply department, which is 
primary or secondary stock pvint for receipt, storage and issue of Navy material 
and parts. Primary stock points receive supplies from industry, or from reserve 
or distribution stock points, in whatever way will insure maximum military 
availability at minimum cost of procurement and transportation. Secondary 
stock points receive supplies from primaries, or from industry, according to the 
same principles. 

This chart shows the supply channels for one particular category of Navy ma 
terial, parts for a certain aircraft model. This airplane was procured by the 
Bureau of Aeronautics, and is to be flown by order of the Chief of Naval Opera 
tions to carry out the Navy mission. The airplane must be regularly maintaine 
during operations, and periodically overhauled and repaired. Overhaul an¢ 
repair activities, such as Alameda, Calif., and Cherry Point, N. C., use the most 
parts, maintain the largest stocks, and so are called primaries. Operating main 
tenance activities such as El Toro, Calif., and Anacostia, D. C., use fewer parts 
and are called secondaries. 
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CHART 13. SuPPLY POINTS 


Stock points in the integrated Navy supply system—points of supply service— 
each carry stocks of material tailored to customers need, in different quantities, 
under control of different supply demand control points. Some supply points 
are large, have wide program responsibilities; others are smaller, have more 
limited duties. The more important stock points are naval supply centers and 
naval supply depots, which are combined reserve and distribution stock points 
serving extensive geographic territories. 

A naval supply depot receives, stores, accounts for, and issues material sup- 
porting one or more of the basic Navy programs—ships, aircraft, ordnance, bases, 
personnel, A naval supply center consists of several naval supply depots, under 
a single command. The naval supply centers are at Pearl Harbor, Oakland, and 
Norfolk, each constituting a single point of supply for the fleet and for overseas 
activities, providing any item of Navy supply. 

A field stock point may supply material of one category, or of many. Thus, 
all supply departments carry nuts and bolts, paper and pencils—General Stores 
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Supply Office type items. Therefore, all supply departments are within the 
General Stores Supply Office segment of the Navy supply system. For field 
supply efficiency, however, supply procedures for General Stores Supply Office 
type materiel must be standard with those for other categories. Your supply 
officer mustn’t have to use two different kinds of requisition, for example. 
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COORDINATION OF THE NAVY SUPPLY SYSTEM 





CuHarT 14. COORDINATION OF THE Navy Suppty System 


The Navy has found it absolutely essential to marry supply experience and 
technical knowledge if it is to solve the technical-item supply problem. The 
Navy does this at supply-demand control points organizations set up for the spe- 
cific purpose of predicting requirements and taking the action necessary to 
satisfy them. It is at the supply-demand control point that the basic steps are 
taken to make certain the filling of the machinist mate’s request. 

At the control points, the Navy combines the technical knowledge that tells 
what to buy, with the supply experience that leads it to know how much to buy, 
and where and when it is required. 
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j 
I control point is responsible for a group of items of Navy material—a cate 4 
g f terial as it is frequently called—used for a similar purpose. For ex ; 
ship-repair parts, aviation materiel, ordnance materiel, ete. These con 
nts originate the actions necessary to make the items ultimately available 
nsumer. Thus all supply actions connected with the low black shoes 
l by the Clothing Supply Office in Brooklyn 
| 


° ! 
| 
ee 
‘ee 
Peon oman * 


N 


See 


PO 


oe i Pac ne AR lle CR AS A <A a cn me 


NAVY SUPPLY DEMAND CONTROL 





: 
‘ 
' 
in j 
Cuart 15. Navy Suppty-DEMAND CONTROL POINTS 
Right now the Navy is operating 13 supply-demand control points, as the chart 
shows. These organizations are geographically located as follows: 
SUPPLY-DEMAND CONTROL POINT AND LOCATION i 


\viation Supply Office, Philadelphia, Pa. 

Clothing Supply Office, Brooklyn, N. Y. 

Electrical Fittings Control Office, Portsmouth, N. H 
Electronics Supply Office, Great Lakes, III. 
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Fuel Supply Office, Washington, D. C. 

General Stores Supply Office, Philadelphia, Pa. 
Medical and Dental Supply Office, Brooklyn, N. Y. 
Navy Ship’s Store Office, Brooklyn, N. Y. 

Ordnance Supply Office, Mechanicsburg, Pa. 
Provisions Supply Office, Washington, D. C. 

Ship’s Parts Control Center, Mechanicsburg, Pa. 
Submarine Supply Office, Philadelphia, Pa. 

Yards and Docks Supply Office, Port Hueneme, Calif. 
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CHart 16. QUARTERLY REVIEW AND REDISTRIBUTION (SupPLY-DEMAND CONTROL) 


At the supply-demand control points field activity stock-reporting data is as- 
{ sembled quarterly, in order that the materiel position may be reviewed, mate- 
; riel position may be compared with predicted item requirements, and necessary 
action taken either to redistribute existing supplies, placing them at points where 

they are needed, or to buy more materiel. 
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Each field activity where supply items are actually stored and issued make 
reports on field reporting cards which show— 

1. Issues requiring replenishment 

2. Obligations for future issues 

}; Amount on hand 

4. Expected receipts 

As the field reports come in, electric accounting machines at the control point 
read these data from the punched cards and reorganize them in a tabulation 
that shows, by stock numbers, what is required and where the requirement is. 
During the same review, the machines provide a tabulation which shows mate- 
riel on order from contractors and not yet delivered. 

inve the people at the control point have these to tabulations, they can de- 
cide whether the field requirements are to be met by redistributing existing stocks 
within the Navy or whether more items must be purchased from industry. 


QUARTERLY STOCK STATUS REPORT 








CHART 17. QUARTERLY STOCK-STATUS REPORT 


The supply-demand control points make quarterly reviews of the materiel under 
r control. Net requirements having been determined, steps are taken to meet 
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them, either by redistributing materiel now on hand at places where it is not 
needed, if this can be done with reasonable economy, or by purchasing more 
supplies. 

The key to this quarterly review is, of course, in the field supply points, the 
outlets of the Navy supply system. As supply officers in the field receive requests 
for materiel and make issues to satisfy the requests, they keep stock records 
These records reflect the kind of data that department-store and chain-store 
buyers use in the work of satisfying their customers: What do we have? What 
have we sold? What do we expect to sell? What is coming in? How much 
more do we need? Each quarter ‘he field supply officers post their stock-record 
card facts onto the field reporting cards of which this is an example. Small 
stock points hand post the data to the reporting cards, while larger activities, 
with electric accounting machines available, machine post them at the rate 
of 6,000 an hour. When the field reporting cards have been posted, they reflect 
actual transaction results taken from the field records and, therefore, they become 
the raw data upon which future action at the control points is based. 











FIELD STOCK RECORDING 


CHART 18. QUANTITY CONTROL—STOCK REcorDS 
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Centralized materiel management is not possible without good stock records 
in the field. A department-store buyer cannot make his stock replenishment 
determinations without up-to-the-minute reports from the unit-control operation. 
The Navy supply-demand control point, similarly, requires appropriate data 
from the field in order to enable it to determine when purchasing is required and 
to what extent. 

Whenever a supply officer issues materiel to a consumer, he decreases his ability 
to serve later consumers to the extent of the effect that the issue has upon his 
stock on hand If, for example, the supply officer had but one unit of materiel 
on hand, he would be “out of business” after he issued that unit, until his stock 
was replenished. 

In the Navy supply system, whenever a requisition, as the materiel request 
is called, is filled, a demand for more materiel is created. It is the sum total 
of these individual demands which must be analyzed before the control point 
can take its action, and this picture of the demand can be supplied only from 
the stock records of the issue outlets. 

The stock records that are kept by the supply points where Navy stocks are 
held for issue, record replenishment demand, that is, issues for which a recur- 
rence of request for issue is expected, obligations to make future issues, expected 
receipts, and balances on hand. Such record cards as are shown here must 
be kept accurately and must be current as to the facts they show. They are 
hand posted at small activities, kept by machines at the larger supply points. 

When these field records are summarized and reported to the supply-demand 
ontrol point, by means of the field reporting card, and have there been subjected 
to review to provide the overall picture, the materiel managers are in a position 
to decide whether necessary replenishment of field stocks shall come from the 
ultimate source—the contractor—or from redistribution of presently held stocks. 
Moreover, the materiel manager is then able to meet immediate needs by redistri- 
bution, even though procurement may be required by long-run considerations. 
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field to the supply demand control point, and replenishment action at the supply 
demand control point to satisfy operating requirements. Since all segments of 
the Navy supply system operate to serve the fleet, only the ultimate service, filling 
a consumer (fleet) request, justifies the many activities of the system. 





THE NAVY SUPPLY PROBLEM 
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CHART 20. Toe Navy SupPLyY PROBLEM 


This chart pictures a part from an airplane. It is presented to illustrate the 
nature of the Navy supply problem which, reduced to its simplest terms, is the 
problem of supplying bits and pieces like this to keep the Navy’s aircraft flying. 
In addition, the system must provide sheet aluminum, rivets, extrusions, hinges, 
nuts and bolts to repair this part whenever it is damaged. 

Similar pictures could be given in relation to Navy ships, Navy ordnance, 
Navy construction equipment, etc., the whole adding up to the total of 1,379,000 
different items needed to maintain worldwide fleet operations. 
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The specific supply problem here presented is that of supplying the bolt that 
fastens the trim tab control rod to the aileron, and it can be used to summarize 
what has already been said. 

Let us assume that a machinist mate has to replace this damaged bolt. What 
does he do? What does the system do? It can be presented as a series of steps: 

1. The machinist mate identified what he wanted—he found a standard Navy 
stock number in an illustrated maintenance parts list. 

2. Around the stock number the machinist mate built a requisition for the item 
he needed, and sent it to his supply officer. 

3. The supply officer issued the bolt for the machinist mate, and the repair 
job—the fleet service job—was done. 

4. The supply officer who issued the bolt, and whose stock of bolts was reduced 
by that issue, made a stock record card entry. This entry showed that an item 
had been issued, the stock balance reduced, and that, since other similar issues 
could be expected, the stock needed to be replenished. 

5. When the time came for the next quarterly review of this particular mate 
riel, the issue data from the supply officer’s stock record was summarized 
through the device of the field reporting card, and forwarded to the supply 
demand control point. 

6. The supply demand control point consolidated all of its field reporting 
card data, and obtained an overall picture of the Navy stock position for the 
bolt in question. 

7. Having determined the overall Navy supply position for the bolt, the supply 
demand control point took action to fill local replenishment needs by redistribut- 
ing bolts already somewhere in the system in anticipation of need, and by pur 
chasing more bolts to replenish the system to meet predicted future requirements 

8. The stock point which issued the bolt in question received a replenish- 
ment of its stock and was, therefore, able to continue service to the fleet. 
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THE NAVY SUPPLY SYSTEM 


CHART 21. THE NAVY SUPPLY SYSTEM 


In conclusion, it must be reemphasized that the Navy shore establishment has 
only one reason for being—it exists solely for the purpose of supporting Navy 
and Marine forces organized, trained, and equipped for hard-hitting and sus- 
tained air-sea combat operations and for incidental land operations, in accord- 
ance with the missions assigned to the Army, Navy, and Air Force, by the 
Secretary of Defense. 

Wherever a need for direct materiel support of the fleet exists, whether within 
the continental United States or at bases overseas, Navy stock points have been 
established. These stock points are charged with the mission of fleet support, 
or of the support of training centers, naval shipyards, air stations, and the like 
which in their turn give direct support to the fleet. 

Fleet operations today are global in nature as must be expected when the 
potential enemy largely controls the “heartland” and reaches out to grasp control 
of the “world island” in that dream of world conquest expounded by MacKinder, 
Haushofer, and all the others who have accepted the military theories related 
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to geopolitics. To support the sustained global operations at sea of the greatest 
aggregation of seapower in history, the Navy supplements its shore bases by 
ultramodern, high-speed supply ships. These moving supply depots are stocked 
at home by Navy supply centers to meet the material needs of naval strategy. 
By means of its shore bases and its mobile support ships, the Navy supply 
system meets the requirements of its assigned mission—service to the fleet 


EXHIsit 2 
THE UNITED STATES AIR FORCE SUPPLY SYSTEM, 1953 
I. INTRODUCTION 


The Air Force supply system is basically the same supply system that is used 
by civilian industry to get its manufactured products into the bands of the ulti- 
mate user or consumer. 

Its evolution parallels the development and employment of the airplane as a 
combat weapon and as a transportation vehicle for men and materiel. As the 
airplane came into its own, the responsibility for supply and maintenance of 
“parts peculiar to aircraft” was gradually transferred to Air Force commanders, 
until full and complete responsibility for the duties relating to the management 
of “parts peculiar” were an integral part of command responsibility. 

Under the Chief, Air Corps, and later commanding general, Army Air Force, 
the parts peculiar concept matured. Air depots were constructed for the storage 
and distribution of parts peculiar to aircraft and at base level Air Corps ware- 
houses appeared side by side with Army technical service warehouses. 

World War II proved the soundness of the centrally controlled materiel sys- 
tem for aircraft and related property and supplies which had been years in the 
embryonic stage of development. 

In 1944 the Air Force published TM 38—410, Army Air Force Base Supply Pro- 
cedure, which was the counterpart of TM 38-403, the Army’s Station Supply 
Procedure Manual. One base supply system for all supplies, both Air and Army, 
came into being. Centralized control of all supplies at base level for both Air 
Force and Army materiel was established under the direction of one supply 
officer. 

In 1948, Air Force Manual 67-1, the USAF Supply Manual, was published, com- 
pleting the establishment of an integrated supply system for the Department of 
the Air Force, at base and depot level, worldwide. 

In 1952, the decentralization program, involving various operational functions 
which up to this time had been performed by Headquarters AMC, was imple- 
mented. Phases of provisioning, requirements, distribution, packaging and 
preservation functions, together with allied phases within the Comptroller, Di- 
rectorates of Procurement and Production and Maintenance Engineering, Head- 
quarters AMC, were affected. Personnel who were performing these functions 
were also transferred to designated AMC field activities, along with the functions 
in a majority of the cases. 

The USAF supply system is founded on six basic concepts. They are— 

1. Undivided responsibility and authority at all levels of command. 

2. Control over all assets in the Air Force with item reporting from the lowest 
echelon. 

3. Minimum pipeline and stockage objectives. 

4. Utilization of reparable assets to the maximum extent feasible to meet 
current and future programs. 

5. Item and case control ofsoversea shipments. 

6. Sound management programs. 

The Air Force has developed a sound, controlled, efficient, and effective supply 
system, utilizing the experiences of big business and the aggressiveness of its 
officer and civilian materiel personnel to insure that the system is geared to cope 
with the accelerated pace of the national emergency and the technical growth of 
the United States Air Force. 
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II. N DISTRI CONC] 

s the end of World War II, the Air Ferce has adopted a new Concept 1n 
e distribution of supplies, called the zonal concept It is designed to provide 
reater efficiency in the handling and shipping of supplies; provide more elfes tive 
ter distribution ; ¢ linate paper work; make greater utilization of man- 
wer and facilities; and improve maintenance and transportation operations, 
Sin taneously, several spe al functions, such as expediting from contractors 
nd distribution operations, which previously had been performed by Supply 
Division, Headquarters, AMC, at Dayton, Ohio, have Seen decentralized to 
us field organizations. Decentralization of operational functions relieves 


the Supply Division, Headquarters, AMC, of many details incident to obtaining 
supplies, and enables that Headquarters to devote its resources to administration, 
planning, and determination of requirements for Air Force logistical support. 
As aircraft rose in combat effectiveness, supply and maintenance operations 
e grown into a far-flung system patterned after the commercial concept of 





el etailer, and consume! In effect, an Air depot is a “wholesaler” 

nd a “retailer.” It operates a worldwide “mail order’ business, receiving, 
ring, and issuing several hundreds of thousands of items annually for the Air 
orce \ depot’s activity is geared to one purpose—providing logistical support 
the Air Force on a worldwide basis—in peace or in war. This means getting 


right items to the right place, at the right time, in the right quantity, with 
tmost economy There are 16 active depots in the United States, their 
mission being a “wholesale business.” A depot is an exciting place, but 





ere is not much glamor in its operation. It is all work, and strictly business. 
This Air Force supply and maintenance concept cuts out the “middleman.” 
Sul ‘ pped from the manufacturer directly to a zonal depot (whole 
el m there directly to the individual Air Force base, affording 
ings and money Although the system of Air Force distribution has 
been ‘ ved since the end of World War II, there has been no change in 
- OR ation ol Air Force depots 
Previously, specialized depots throughout the United States were stocked with 


articular property commodity, and that commodity then was distributed to all 
depots and from depots to consuming bases In effect, this made every depot a 


reneral depot, and meant that materials had to be shipped from the manufacturer 


the specialized depot, then to the general depot, and finally to the Air Force 
Sé 

Under the new concept, supplies are shipped from the manufacturer in accord 

h terms of procurement contracts to the zonal depot in each of the 

\ nes designated to handle the particular class of property; then to the 

nsun g air base Vhis has made possible the requisitioning of supplies within 

I rectly on the appropriate zonal depot, and eliminates channels through 


which requisitions previously had been processed. 


Greater ut ation of space is accomplished, since area depots carry only 
ed number of classes of stock. This policy lends itself to better space 
utilization, and faster and simplified inventory. Previously, the general depots 
rried as many as 250,000 items of all classes of Air Force stock. 
Ty Ty 


In maintenance activities as well as in supply, the zonal system has brought 
ast improvements. Overhaul and repair of reparable equipment of the same 
roperty classification is accomplished, insofar as practicable, at the depot which 
tores the property Classification and bits and pieces. This parallel operation 

ikes maintenance parts readily available, eliminates delays, and allows a 

backlog of work which will permit planned maintenance repair on a long-range 
schedule. Control of production and allocation of man-hours for designated 
commodities and types of equipment and aircraft components are normally 
accomplished at not more than two points. This provides greater flexibility and 
greater effectiveness of repair processes It also insures the maximum use of 





equipment and avoids the expensive duplication of jigs and dies. Specializa- 
tion of repair and manufacturing operations permits greater use of moneysaving 
production-line maintenance techniques. With supply and maintenance par 
alleling each other to a great degree, the maximum use of available structural 
facilities is possible 

Further flexibility and greater effectiveness of repair is accomplished through 
the medium of the civil maintenance program It has been determined that 
specific items and classifications of items can be more efficiently and economically 
repaired by commercial organizations. Air Force depots and bases are author- 
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ized and encouraged to effect overhaul and repair of such equipment by con 
tractual mainter 

Another important aspect in logistic support of the Air Force is transportation 
Specialized distribution affords many transportation advantages. The routing 
f specitic commodity shipments from the manufacturer to definite points is 
planned with an eye toward advantageous freight rates. Transportation pipe 
ine time and expense are held to a minimum. By locating bulk stock and over 
haul parts, and accomplishing parallel maintenance repair in 1 or 2 designated 
zonal depots only, much of the carload and air transport shipments formerly 
iade back and forth between depots has been reduced. Packing, crating, and 
boxing production lines for identical stocks have been perfected, thus saving 
weight and space, since supply action for one stock classification is accomplished 
at one zonal depot only. Transportation funds and air transport allocations are 
made in relation to those depots having the greatest volume of fast-moving sup 
plies. Specialization also affords maximum efficient utilization of air transport 
trunk lines between depots and feeder lines for area distribution, supplemented 
by fast motor freight. An air transport system based on known payloads and 
fixed schedules speeds up distribution of supplies, reduces pipeline time and 

ock levels. 

In the three principal fields of logistics—supply, maintenance, and trans 
portation—the zonal system is vastly superior to previous methods used in 
supply and maintenance operations. Included among the improvements as a 
result of this specialization are increased operating efficiency, reduction in oper 
iting and transportation costs, greater utilization of available manpower and 
equipment, and elimination of paperwork and duplication of effort, faster and 
more efficient movement of supplies, and improved operations in maintenance and 
overhaul of aircraft. 
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III. Two-Zons SYsTeM 


Under the new concept in the Air Force supply and maintenance system, 
the continental United States is divided into two integrated and complete east 
and west zones. The zones are separated by the Mississippi River and the 
eastern boundaries of Illinois and Wisconsin. Each zone has a complete stock 
of all classes of Air Force property, divided between the two zones, on an equitable 
basis, using airplane population, vehicle population, or troop strength as appli- 
cable for the basis of distribution. 

States in each zone are grouped into Air materiel areas. Within each Air 
materiel area there is a headquarters established at an Air Force depot. Each 
headquarters provides supply and maintenance technical assistance to all Air 
Force bases within its geographic area. There are 8 Air materiel areas in the 
United States, 3 of which are in the eastern zone and 5 in the western zone. 
Headquarters of each of these in the eastern zone are located at Middletown, 
Pa.; Macon, Ga.; and Mobile, Ala. Headquarters of each of these in the western 
zone are situated at Ogden, Utah ; Oklahoma City, Okla. ; San Bernardino, Calif. ; 
Sacramento, Calif.; and San Antonio, Tex. At each of these locations there 
exists a depot. In addition to the 8 depots located at the AMA headquarters, 
there are 8 other depots in the Zone of Interior, 5 of which are in the eastern 
zone and 3 in the western zone. 

Each Air Force depot is known as a “zonal” depot, having parallel supply and 
maintenance responsibilities for a specific property class, on a Zonal basis. For 
exampie, generally, a property class of aircraft components is stocked at 2 
depots in the United States, 1 in the eastern zone, 1 in the western zone. Mainte- 
nance overhaul for these aircraft components is scheduled for those desig- 
nated depots. A zonal depot also may be designated as either a “prime” or 
an “opposite” depot to indicate single property class functions, which are in 
addition to a depot’s normal operations. Such designation is designed to pro- 
mote USAF policy of decentralizing supply distribution and expediting from 
contract functions from Supply Divisional Headquarters, AMC, to zonal depots. 
A “prime” depot is the zonal depot which has been designated by Headquarters 
AMC to handle worldwide distribution of a specific Air Force property class; 
provision for and compute requirements for the property classes for which it 
is prime; initiate procurement for aircraft support and associated equipment, 
accessories, and supplies; expedite deliveries from manufacturers, and assure 
that adequate supplies are on hand in each zone. An “opposite” depot is located 
physically in the zone which is opposite the prime depot. It has the same 
responsibilities as a zonal depot. However, it looks to the prime depot for the 
answers to questions pertaining to the maintenance of sufficient stocks within 
its zone and for furnishing materiel for priority requests which they cannot 
supply. 

T deal property class is normally stocked in only 2 depots, 1 in each zone. 
Materiel is shipped directly from the manufacturer to the zonal depot in each 
zone; from these directly to the requiring activity. AF activities requisitions di- 
rectly on the depot in their zone responsible for the classification of materiel 
involved. Oversea requisitions received by the oversea shipment control 
depot (Newark, New Orleans, and Sacramento) are extracted direct to the ap 
propriate zonal depot in which they are located. Priority requisitions which 
cannot be filled by an “opposite depot” are extracted to the “prime depot.” 
“Prime depots” have the authority to request expedited or diversion actions when 
materiel is due in on AF contracts. Levels are established by zonal depots 
which reflect when: 

(1) Action should be taken to initiate procurement. 

(2) Supply of the items should be limited to fill emergency requests, and 
requests originating from high precedence organizations. 


BASE POINT SUPPLY SYSTEM 


The base point supply system recognizes that certain USAF activities located 
near the zonal boundary can requisition supplies more efficiently and more 
economically upon a depot in the opposite zone than upon the zonal depot desig- 
nated by the two-zone system. The base point supply system is therefore a 
partial modification of the two-zone system. Under this system, selected ac- 
tivities will requisition on that depot which can give the most efficient supply 
support based upon considerations of delivery time and transportation costs. 
The activities selected have been grouped by geographic location and average 
distance from the depot supply point. These activities will submit requisitions 
to supply points as indicated in section XXXV, part I, AFM 67-1. 
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Reparable and TOC items requiring depot maintenance will continue to be 
shipped to the repair depot in accordance with TO-—OC-25-11. 
Depot supply points are subject to change when 
(1) An economy in distribution time and transportation costs would 
result. 
(2) Classes are transferred between depots. 
(3) An aircraft or major end item is no longer produced. 
(4) A depot is overburdened by an excessive workload. 
(5) Suggested by major commands and approved by Headquarters, Air 
Materiel Command 
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IV. Guopat ASPECTS OF DISTRIBUTION SYSTEM 


CHANNELS FOR OVERSEAS REQUISITIONING 


All oversea requisitions are submitted to shipment control activities in the zone 
of interior, whose function is to monitor and control the requisition and shipment 
of materiel to the oversea requisitioning activity. A total of three (3) over- 
sea shipment control activities perform these functions. They are: 

Newark transportation control depot.—This shipment control activity re- 
ceives and controls requisitions submitted by all AF activities in England, 
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CHANNELS FOR OVERSEA SHIPMENTS 


Physical movement of material from the zone of interior to its oversea desti- 
nation is effected via the following methods of transportation: 

Water shipment.—Water shipments of AF materiel are monitored through 
three main control points which are: 

1. Newark TCD which routes shipments through New York Port of Embarka- 
tion and through the ports at Newark, Norfolk, Savannah, and Boston to desig- 
nations in Europe, Middle East, Northeast Air Command activities, Bermuda, 
Iceland, and Greenland 

2. New Orleans OSCD which controls shipments through NOPE and shipments 
through other Gulf coast ports to the Caribbean Command activities such as the 
Canal Zone and Puerto Rico, and to Africa 

3. Sacramento OSCD which controls shipments through the San Francisco 
POE and the ports of Seattle and Long Beach to destinations in Alaska, the 
Pacific Islands and Japan 

Air shipments.—Air shipments of AF materiel are routed by the OSCD to the 
following aerial ports of embarkation. 

1. Westover Air Force Base for air shipments to destinations in Europe, 
Africa, Northeast Air Command activities, Bermuda, Azores, Iceland, and Green- 
Jand. 

2. Travis Air Force Base for aerial shipments to destinations in the Pacific 
Islands and Japan. 

3. McChord Air Force Base primarily for aerial shipments to Alaska and 
when required, for shipments to the Far East and Pacific islands. 

4. Great Falls aerial port of embarkation for aerial shipments to Alaska. 

5. Brookley Air Force Base, Caribbean and South America. 

6. Kelly Air Force Base for aerial shipments to Alaska. 

7. Tinker Air Force Base for aerial shipments to Alaska. 

8. Hill Air Force Base for aerial shipments to Alaska. 

Over-the-road-to-Alaska—Shipments to Alaska via truck are effected directly 
from the shipping depot, or through consolidation points located at Ogden, Utah; 
Great Falls, Mont.; Sacramento, Calif.; Seattle, Wash., or Dawson Creek, Brit- 
ish Colombia, Canada. Control of over-the-road shipments to Alaska by any 
routing is vested in the Sacramento oversea shipment control depot. 
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stantial decrease in overall pipeline time for routine requisitions to 
' ‘Sao been made since December 1951. A comparative analysis of the pipe- 
ime of December 1951 and for the present is shown below: 


December 


sts ee 
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The Far East Air Material Command has a stock mtrol level which is equal 


to 180 days of supply as follows: 90 days of supply on hand; 90 days order 
shipping time. 

\ supply pipeline can be likened to a flow of liquid through a pipeline. This 
pipeline has length, diameter, and a friction factor, which at times, limits the 
flow materiel through the pipeline The other factor is the pressure on the 


iltie 


fact 


which determines the quantity passing through the line. Transportation 
rs affect only the lengtl and friction losses. Supply factors affect the 


diameter and pressure (qu ty and urgency of movement). With length and 
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on factors constant, a reduction in diameter will reduce the quantity in the 
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DISTRIBUTION CYCLE TO USAFE 


Chart & represents the average supply-distribution cycle to USAFE. This 
cycle is constantly being examined to effect reductions in the cycle. 


ORDERING TIME 


It should be noted that the ordering time has been reduced to 221% days as 


: follows: 
: Days 
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At Newark Transport: ition-Control De NOT isch e snc cnet 5 
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Paperwork time in stock control at de pots_ es (alichciniitailadaaaipedl 41 
Total w2su siden ie acs c tas ig RanaAtian a iaealialaa 2214 


4 4 SUPPLIES IN THE PIPELINE 


The last 58% days of the cycle represent processing and shipping time; it 
indicates actual supplies committed to or moving in the pipeline. 


Days 
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The actual pipeline movement cycle of 33 days is fixed, until faster transporta- 
tion is developed. 

The comments applicable to a reduction in OSCD and depot processing time for 
FEAF are equally applicable to USAFE, as is the saving in time resulting from use 
of airlift to move supplies to overseas activities. 

USAFE has a stock-control level which is equal to 180 days of supply as follows: 
90 days of supply on hand in theater ; 90 days’ order-shipping time. 


AVERAGE ORDERING & 






USAFE DEPOT - oe 


| ne et 


, _---->)----> 2 i 
( £ ~~ —o_ | 5 ‘sy 3 
| ZONAL DEPOT 
= 


AA 






| 
2 AERIAL PORT ee a AERIAL PORT om a. 
, 5 na 
¢ ee cs 5 175 (304 
= ; — 


wey 10 LEGEND 


' WATER PORT ‘ WATER PORT @@ PRIORITY REQUISITIONS 

=e ROUTINE REQUISITIONS 

HD ee a) WE PRIORITY SHIPMENTS 

oda sth GRE ROUTINE SHIPMENTS 
L 2) AVERAGE PIPELINE TIME 

= ° PRIORITY - 32 DAYS 

ROUTINE 81 DAYS 

















332 MILITARY SUPPLY MANAGEMENT PROGRAM 


VY. CASE AND ITEM CONTROL 


Oversea requisitioning, shipping, and case- and item-control procedures provide 
information on items, quantities, and location of materiel moving from the initia- 
tion of a request through the receipt of the property by the oversea activities. 

Requisitions from oversea activities are submitted by means and format so as 
to be placed into the mechanized property accounting system at depots without 
additional converting operations. Oversea activities are authorized to submit 
AF requisitions through the medium of teletypes (electrical transmission), 
teletype listings in triplicate and tapes (via airmail), electrical accounting- 
machine tabulating cards supported by brown line listings, and AF Forms 
104B-2: Oversea Requisition (a cut-sheet form which can be manually prepared 
and airmailed to the ZI Oversea Shipment Control Depot. 

All oversea requests are directed to one of the three oversea shipment-control 
depots. From these depots, oversea requisitions are extracted to the applicable 
zonal depot for supply action. The oversea shipment-control depots establish a 
file for all items on requisitions by oversea activities in which supply status is 
kept current. Followup on requisitions by oversea activities is made direct to 
the oversea shipment-control depot. In addition, automatic followup on delin- 
quent supply action is made by the oversea shipment-control depot on the zonal 
depots 

At the time supplies are shipped from the supplying depot to the port of 
embarkation, case and item ecards are forwarded to the port Air Materiel office. 
The case and item cards indicate the number, cubage, and weight of each case 
for each item. 

The port Air Materiel office, from the case and item cards, prepares a tonnage 
forecast based on the property intransit to the port. A report is also prepared 
from these cards and forwarded to the oversea activity informing them of prop- 
erty shipped from the depot. This permits oversea activities to plan storage and 
also eliminates followup action by the oversea command. 

Cargo-control cards are maintained for property on hand at the port. Shipping 
information is added to these cards when the property is shipped. These cards 
provide information of property shipped and may be used to obtain a complete 
listing of items shipped should a vessel be lost en route to the oversea destina- 
tion. When the property is loaded on a vessel, two reports are forwarded to the 
oversea activity to facilitate receiving. One report covers items shipped and the 
other report covers cases shipped. The oversea activity utilizes the item shipped 
report in stock control. The cuse report is utilized at the port of debarkation 
to facilitate diversion of property to the warehouses or direct to the using activ- 
ity, thereby moving supplies without delay in processing through a receiving line. 

Control is obtained on all items requisitioned and shipped to the oversea activ- 
ity. This control is vital in providing oversea activities with desired supply in- 
formation and in controlling the actual shipment to the oversea activity. Diver- 
sion of urgently needed property to using activities direct from the port of de- 
barkation may be accomplished readily. Also property designated for storage 
may go directly to the warehouse, placing the property in an available status for 
issue. 
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VI. Zone or INTERIOR DISTRIBUTION SYSTEM 


The basie organizational structure of base supply squadrons has been stand- 
ardized for all AF’ bases, both ZI and overseas. 

Control of all supplies at base level, both Air Force and Army purchased, 
except medical and clothing, Is ested in one officer, the Base Supply Officer. 
Codes for each operating function of consolidated base supply have been es- 
tablished for manning and workload management and reporting purposes. 


BASE SUPPLY ORGANIZATION 


SUPPLY SQUADRON 
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BASE SUPPLY ORGANIZATION 


Nonregulated items.—Replenishment requisitions for Air Force property are 
submitted by base activities direct to the appropriate Air Force zonal depot 
unless otherwise prescribed by Hq., AMC. Upon receipt of a requisition, the 
zonal depot effects supply by: 

1. Issuing materiel from stock, if available, direct to the requisitioning ac- 
tivity. 

2. Directing shipment, when practical, from any stocks available at Air Force 
bases 

8. Back-ordering items when they are unavailable but will be available later. 

Regulated items.—Requisitions for regulated items are submitted by base 
activities direct to the regulating activity. The regulated items are indicaed in 
supply catalozs by appropriate symbols placed to the left of the status symbols. 
Items coded SD and previously regulated by specialized depots is being deleted 
and will, during the phase-out period, be disregarded. Because of decentraliza- 
tion, the code “HQ” in the catalog is now considered as “Prime Depot Regulated” 
unless it is determined by Hq., AMC or Hq., USAF that the item will be Hq., 
USAF controlled. In the latter case, the item will be coded “AF” in future cat- 
alogs, and the issue, transfer and shipment will be controlled by Hq., USAF to 
insure equitable and proper distribution for use by activities to which authorized. 

The regulating activity, upon receipt of a requisition for regulated items, 
will, after approval of the issue, forward the requisition direct to the activity 
from which shipment is to be made. The shipping activity will effect shipment 
direct to the using activity 

Items in excess of authorized allowances.—Requisitions for items in excess of 
authorized allowances are submitted through command channels to Hq., AMC 
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for approval. When necessary, the requisitions are subsequently forwarded by 
Hq., AMC to Hq., USAF for approval. Upon approval by Hq., USAF, requisi- 
tions are returned to Hq., AMC, who forwards them to the zonal depot for sup- 
ply action, The zonal depot effects shipment direct to the requisitioning activity. 


CHANNELS FOR 2/i REQUISITIONS 


Py Tr-— WEST ZONE EAST ZONE 


4 a 





TABLE OF ALLOWANCE. 
————— PD OR SD REGULATED. 


CHANNELS FOR ZI REQUISITIONS 
VII. Stock ConTROL 


A manufacturer refers to stock control as the “know-how” in getting his 
products into the consumer’s hands. Likewise, stock control is referred to as 
the “know-how” of the Air Force supply system. Specifically, stock control is 
the management and control required to insure that supplies are adequate, 
and are stocked geographically to meet Air Force requirements most economically. 
Adherence to stock control policies and the proper execution of stock control 
procedures by all concerned will prevent overstocking, and make supplies avail- 
able when and where they are needed 

The factors considered in establishing stock control levels and reorders points 
are as follows: 

Stockage objective—the total quantity of supplies needed to meet issue demands 
of an installation and all activities it supplies for a predetermined period of time. 
The stockage objective at all bases, unless specifically otherwise authorized, is 
45 days for both Air Force and Army purchased items. The stockage objective 
at all zonal depots, unless specifically otherwise authorized is 120 days. 

Pipeline time—the number of days which elapse between the time stock is 
requisitioned and received. The pipeline time at all bases and between Zone of 
Interior depots ranges from 20 to 45 days, depending on the proximity of the 
activity to the supplying depot. The pipeline time established between Zone of 
Interior and overseas depots is 90 days. 

Requisitioning cycle—the number of days which elapse between submission of 


consecutive routine stock replenishment requisitions for a particular property 
class. Unless otherwise directed, the requisitioning cycle is 30 days. 
Tssues—issues are expenditures of stock for use (consumption). Issues are 


accumulated over a 180-day period in computing stock control levels 

Stock control lerel—is the stockage objective plus the quantity of supplies 
required for issue during the “pipeline time.” 

Reorder point—is that assets balance point below the stock control level at 
which a stock replenishment requisition should be submitted in order to maintain 
the stockage objective. 
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Formulas used in establishing “stock control levels’ and “reorder points” are 
as follows: 

Stock-control levels: 

Issues accumulated over a given number of days times stockage objective in 
days plus pipeline time in days divided by number of days during which issues 
were accumulated, equals stock-control level in units. 

Reorder points: 

Stock-control level minus requisitioning cycle in days divided by stockage 
objective in days plus pipeline time in days times stock-control level, equals 
reorder point in units. 

More important than applying the arithmetical formula to obtain a stock- 
control-level figure is adjustment of this figure based on the following: 

(1) Back orders of a recurring nature accumulated during the period for 
which the issues were computed. 

(2) Items not supplied because substitutes were used. 

(3) Seasonal requirements, 

(4) Anticipated program requirements. 

The following levels in addition to the stock-control level are established by 
zonal depots: 

Warning-point level is the assets balance point at which action must be taken 
to replenish the stock. Unless otherwise directed, the warning-point level is 
120 days plus the procurement lead time. If procurement lead time is not known, 
it will be estimated. The formula used in establishing the warning point is 
as follows: 

Issues throughout the zone accumulated over a given number of days times 
warning-point level in days, divided by number of days during which issues were 
accumulated, equals warning-point level. 

Minimum-reserve level is the assets balance point at which no requests are 
supplied except those intended for emergencies or high-precedence organizations. 
This level currently represents a 60-day Air Force requirement. 

When a warning-point level is reached at a depot (taking into consideration 
due-ins, due-outs, receipts of reparables from maintenance, etc.) action will be 
taken, if necessary, to circularize all activities in the zone to determine the stock- 
control level, previous 180 days issues,, servicable and reparable balances in ware- 
houses, and reparable items on work order in maintenance. This is accomplished 
by using an electrical accounting machine card entitled “Item Survey Card.” 

At the time the warning-point level is reached, the depot also forwards an 
“Alert Card” to the appropriate opposite or prime zonal, or opposite or prime 
master depot. These depots are thus placed on notice that the item balances 
in their zone should be reviewed. 

From data on the item survey cards, and from depot balance cards, informa- 
tion for a warning-point-level notice is obtained. This notice contains the recom- 
mendation of the opposite zonal depot, and the action taken by the opposite zonal 
depot. It is forwarded to the applicable prime depot where supply action is taken 
and procurement status recorded on the notice and a copy of the notice is returned 
to the opposite zonal depot. 

After the zonal depots’ assets have been reduced to the warning-point level, 
normal supply action will continue until supplies are reduced to the minimum 
reserve level, at which point all issues are suspended except for issues to units 
having certain precedence ratings. 

When the minimum reserve level is reached, a minimum-reserve-level notice 
is prepared by the opposite depot and forwarded to the price depot for appro- 
priate action. 
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AF STOCKAGE OBJECTIVES FOR PECULIAR ITEMS 


120 DAYS 


BASES 


ZONAL DEPOTS 





STOCK ON HAND 
AT ACTIVITIES SERVED 





VIII. Stock BALANCE AND CONSUMPTION REPORTING 


Stock balance and consumption reports are used by AMC prime depots as a 
basis for computing worldwide USAF requirements. The report covers all USAF 
technical supplies and equipment and other material which is assigned to USAF 
for storage and issue. 

A worldwide quarterly report of stock balance and consumption data is made 
through channels to the appropriate prime depot by all USAF installations, and 
a monthly stock availability report is made by the zonal depots. The 30-day zonal 
depot report was initiated after the outbreak of the Korea war to assure adequate 
data on USAF supplies under emergency conditions 

Each USAF activity submits its stock balance and consumption information 
to the AMA depot in whose geographical area it is located or to the oversea 
control depot, as the case may be, who consolidates the reports and forwards the 
results to the appropriate zonal depot. The zonal depot prepares the zonal report 
and transmits it to the applicable prime depot where the worldwide report is 
prepared. 

Worldwide stock balance and consumption reporting was mechanized during 
World War II. The installation of modern, high-speed accounting machines to 
acomplish property accounting at depots was accomplished in 1949. Mechan- 
ization of stock records did not change the USAF concept of accounting; rather, 
it replaced the pencil with a more modern tool for keeping accounting records. 
Stock balance reports are one of several byproducts of the mechanized property 
accounting system, and are used by the Air Force for requirements determina- 
tion and to get hundreds of thousands of items to any place in the world effi- 
ciently, economically, and on time. 

Worldwide stock balance and consumption data are obtained from each base 
and depot on a cyclic basis by property class every 90 days. This report contains 
the following data for each item reported : 


Stock number Serviceable balance 
Location code Reparable balance 
Unit of issue On work order 
Reparable receipts Due out 

Issues TOC 


Stock-control level 


Data required from base level are furnished through the medium of the 
change-listing method. This involves mechanical preparation, by the depot, of 
a listing reflecting the previous cycle stock balance cards, and submitting the 
listing to the applicable base which makes changes to the listing to make it 
current and returning the corrected listing to the depot for adjustment of stock- 
balance cards. Depot balances are produced as a byproduct of the mechanized 
property accounting procedures. 
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With the exception of those months in which the stock balance and consump- 
tion report is prepared, zonal depots prepare a monthly stock availability report, 
which is prepared as a byproduct of the mechanized property accounting system. 
rhis report is used primarily for redistribution of stocks and includes: 


Stock number Reparable balance 

Unit of issue Quantity on work order 
Location code Due out 

Account code Holding account due in 
Serviceable balance TOC balance 


Holding account balance 


The information provided in the above two reports is maintained by the prime 
depots on a card Air Force purchased items stock balance report, which is 
maintained in a stuffer card jacket file. This jacket, in addition to being a con- 
tainer for records of each item serves as a history card to record such permanent 
data as the stock number, nomenclature, substitution and interchangeability 
information, contractual data, packaging information, ete. Within the individual 
jacket is also filed a requirements and procurement data card. This card con 
tains various requirements data to be used in requirements computations and 
serves as a record of action taken as a result of minimum reserve and warning 
point level notices. This system results in the maintenance of a uniform record 
system at the prime depots and accomplishes the accumulation under a single 
cover of all data necessary to properly execute the responsibilities of the prime 
depots in relation to computation of requirements, procurement and stock con- 
trol, and the overall logistical support of the USAF. 
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APPENDIX A 
ELEMENTS IN DETERMINATION OF REQUIREMENTS 


I. Future program: 
Conversion and equipping program 
Allocation of aircraft 
Projected USAF flying-hour program 
The troop program 
The installations program 
II. Materiel experience factors: 
Rate of consumption 
Replacement factors 
New rate of reparable returns 
Wearout rate 
Time between overhauls 
Attrition rates 
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IiI. Total inventory: 
In stores 
In use 
In transit 
IV. Pipeline factors: 
AMC processing time 
Manufacturer’s lead time 
Pipeline time 
Authorized stock levels 


PROGRAM 
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